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Economic Anti-Americanism 


in Latin America 


William S. Stokes* 


Most Americans know by experience, tradition, and scholarly 
study and research that capitalism, with its principles of the pri- 
vate ownership of both producers’ and consumers’ goods, private 
initiative and enterprise, consumers’ choice, supply and demand, 
and profit motivation, is the most revolutionary economic system 
Western Civilization has ever known. It is probably the most 
revolutionary economic system any culture has ever known. Cap- 
italism offers a maximum degree of equality of economic oppor- 
tunity and provides tremendous incentive to produce so that 
high material standards of living can be enjoyed by all social 
classes. But capitalism also has non-material values which prob- 
ably supercede in importance the capacities of this system to 
produce high standards of living. In the United States capitalism 
has traditionally been associated with the moral principle of 
voluntarily aiding one another and sharing with one another. 
Individual dignity is enhanced by the fact that individuals directly 
determine through day-to-day choices in the market what will 
be produced and distributed and at what price. Capitalism will 
do what people want it to do. Although there have long been 
those in the United States who have urged the destruction of 
capitalism and the establishment of some form of collectivism, 
they have always been in the minority. Capitalism has become 
one of the most durable characteristics of American culture. 





* Dr. Stokes is Professor of Political Science at the University of Wis- 
consin. This article is a section of a paper read at the symposium, ‘Some 
Ideas, Areas and Factors in 20th Century American Diplomatic History,” 
University of Kansas, August 20-30, 1957. 
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The values of capitalism have not been self-evident to the 
elite groups with political power in Latin America. Indeed, cap- 
italism has been subjected to unceasing, unremitting attack in 
most of the Latin American countries in recent decades. There 
is no single aspect of United States culture more bitterly assailed 
in Latin America than capitalism. Capitalism is attacked in 
theoretical terms, but it is also attacked through opposition to 
private investments of United States citizens and corporations in 
the Latin American countries. As a corollary to their attacks 
upon capitalism, the pensadores support and advocate collec- 
tivism. It is the purpose of this paper to demonstrate that the 
attacks upon capitalism and the advocacy of collectivism have 
important intellectual or ideological bases which the United 
States should know about if we are to achieve our economic 
ideals and objectives in the Western Hemisphere. 


The Ideological Bases of Economic Anti-Americanism 

Both Spain and Portugal began their domination of the New 
World by establishing a system of mercantilism in which cen- 
tralized economic planning and monopolistic control of all major 
aspects of the economic life of the New World was characteristic. 
They established a monopoly of trade to the exclusion of for- 
eign nations. They then licensed a privileged group of merchants 
to do the bidding of the central government and protected them 
by tariffs, bounties, subsidies, immigration and import restrictions, 
navigation acts, and concessions. They centralized administra- 
tive control of the Government’s monopolistic position through 
the Casa de Contratacion, the Consulado of Sevilla (a form of 
merchant guild), a convoy system, and a system of privileged 
ports (Sevilla-Cadiz in Spain; Cartagena, Portobelo, and Vera 
Cruz in America). 

The Spanish Government reserved for itself monopolies over 
mercury, salt, pepper, corrosive sublimate, gunpowder, playing 
cards, stamped paper, and even snow. 

Although the Government’s policy in regard to manufacture 
and industry in the New World was not prohibition, it definitely 
was restraint, direction, and control. It took Spain several hun- 
dred years to become aware of the bankruptcy of its economic 
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system. But what was the Spanish Government’s conception 
of reform of its disastrous economic policies? The Government 
created a series of monopoly trading companies: Honduras Com- 
pany in 1714; Caracas Company in 1728; Havana Company in 
1740; Santo Domingo Company in1757; other companies later. 
There was some liberalization of inter colonial trade.* 


What has been the theory and practice since independence, par- 
ticularly in the present period? In the words of George Wythe, 
one of the major students of industry in Latin America: ‘‘Mercan- 
tilism in Latin America has never died.’ * In addition, various 
theoretical approaches to collectivism, particularly Marxism, have 
proved attractive to the intellectuals. There is a general tendency 
among Latin American thinkers to accept what could be called 
the organic theory of economic development. They argue that 
logic dictates that Latin America should move from semi-feuda- 
lism to centralized economic planning, ‘'by-Passing the capitalis- 
tic stage.” In achieving collectivism the methodology of the doc- 
trinnaire socialist of ownership and operation of the means of 
production, while still honored and even revered in Latin America, 
has been superceded in importance by the view that absolute, 
centralized control by the Government over the property and 


1 See Walter Howe, The Mining Guild of New Spain and Its Tribunal 
General, 1770-1821 (Cambridge, Massachusetts: University of Harvard 
Press, 1949); Robert S. Smith, ‘Origins of the Consulado of Guatemala,” 
Hispanic American Historical Review (May, 1946), pp. 150-161; Law- 
rence Kinnaird, “The Spanish Tobacco Monopoly in New Mexico, 1776- 
1767,” New Mexico Historical Review (October, 1946), pp. 328-339; 
Robert S. Smith, ‘Laws and Ordinances of the Guild Court in Spain and 
America,” Law Library Journal (May, 1946), pp. 37-41, 48; Earl J. 
Hamilton, “The Role of Monopoly in the Overseas Expansion and Colo- 
nial Trade of Europe before 1800,” American Economic Review (May, 
1948), pp. 33-53; Eduardo Arcila Farias, ‘Ideas econémicas en Nueva 
Espafia en el siglo XVIII,” El Trimestre Econémico (México, D.F., abril- 
junio, 1947), pp. 68-82; Manuel Moreyra y Paz Soldan, ‘El tribunal del 
Consulado de Lima,” Mercurio Peruano (Lima, febrero, 1947), pp. 59- 
81; Pedro Bosch Garcia, Antecedentes para el control de las empresas del 
estado en México (México, D.F.,: 1947). The major histories of the 
colonial period deal with the material in this section. 

2 George Wythe, Industry in Latin America (New York: Columbia 
University Press, 1945), p. 65. 
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resources of a nation will accomplish the ends desired. This 
generalization finds support in examination of the economic 
aspects of the modern-day constitutions, beginning with the 
Constitution of Queretaro of Mexico of 1917. The constitutions 
deal with the social functions of property, state ownership of 
subsoil rights, rights of expropriation, planning, social security, 
many kinds of material welfare for all, from the unborn to the 
aged, economic conditions subject to regulation by the state, 
government assistance to labor, etc.* The laws expressing eco- 
nomic nationalism, which many countries have passed, are an 
important source. The literature of the pensadores has come to 
be increasingly unfriendly to capitalism and sympathetic to col- 
lectivism. Some of the words which have a positive connota- 
tion among the governing groups and intellectuals in almost 
all parts of Latin America are: ‘“fomento” or “‘fomentar” (gov- 
ernment initiation and direction of phases of production and 
distribution); “‘planificacién’”” or “economia planificada” (plan- 
ning, planned economy), ‘‘dirigismo” (‘‘directionism’’), “‘inter- 
vencionismo” (interventionism), and ‘‘el estado intervencionista” 
(the interventionist state). The great ideological and political 
movements in Latin America in recent decades have all been 
collectivistic in varying degrees in the economic aspects of their 
philosophy and program—the Mexican Revolution in Mexico, 
justicialismo in Argentina, the estado novo in Brazil, aprismo in 
Peru, /iberacién nacional in Costa Rica, the MNR in Bolivia, 
Accion Democrdatica in Venezuela, the Cuban Revolution in Cuba 
and so on. 


In the area of trade and commerce, from the 1930's to the 
present some of the devices, techniques or policies in which 
most Latin American governments have expressed confidence 
have included the following: 

1. Centralized, executive control over raising and lowering 
tariffs. 


* A good short appraisal of this development by a scholar who approves 
of it is Moises Poblete Troncoso, ‘The Social Content of Latin Amer- 
ican Constitutions,” Social Forces (Vol. 21, No. 1, October, 1942), 
pp. 100-106. 
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2. Foreign-exchange control centralized in some government 
agency supplemented by a host of clearing agreements, payments 
agreements, compensation agreements, and regulatory procedures. 

3. Import quotas. 

4. National monopolies, such as the Chilean Nitrate and Io- 
dine Sales Corporation or more recently the IAPI Corporation 
in Argentina, or the government corporations monopolizing oil 
in Bolivia, Mexico, and Brazil. 

5. Export subsidies. 

6. Price fixing. 

7. Barter agreements. 

8. Cartels. 


Many of the techniques of centralized economic planning and 
direction apply to manufacturing, commerce, and agriculture 
within the countries themselves.* 


It is easy to compile an immense bibliography of literature 
favoring collectivism in Latin America. I have hundreds of ref- 
erences in my files for recent years alone. It is far more difficult 
to discover in the literature and in the actions of governments 
evidence of distrust of collectivism. Names like that of Gustavo 
R. Velasco of Mexico stand out in their opposition to statism 
and collectivism.? Venezuela, which favors capitalism more than 
many other Latin American countries, enunciated a policy in 1947 
for their fomento corporation which was designed to encourage 
private enterprise.° Beltrame supports private ownership of the 
railroads in Argentina,” Cleriga Vera regrets the low status 
of risk-taking in Mexico, * and Smolensky explores possible dan- 


* A selective list of sources appears at the end of this article. 


5 See, among his works, Gustavo R. Velasco, El mayor peligro, el Es- 
tado (México, D.F.: Asociacién de Banqueros de México, 1950), pp. 
17; and “El problema de los monopolios,’’ Revista de Economia (Méx- 
ico, D.F., 15 de septiembre de 1950), pp. 407-412. 

® Corporacién Venezolana de Fomento, Memoria y cuenta del ejercicio 
1 de enero a 30 de junio de 1949 (Caracas, 1950), pp. 240. 

* José Beltrame, La crisis de los ferrocarriles argentinos de propiedad 
privada (Buenos Aires, 1946), pp. 261. 
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gers to democracy through economic planning by Government.’ 
There are objective studies of economic problems, such as those 
of the Brazilian economist, Gudin.*° In addition, I realize that 
my hypothesis may be in error. For example, Dr. Theodore W. 
Schultz, a trained economist (which I am not), who has pre- 
sumably read at least as much of the literature as I have and who 
has also had the opportunity for field observation, writes with 
respect to the Latin American countries: “. . . all are substan- 
tially committed to our kind of an economic system; they are 
basically open, market-oriented economies.” * 


If there is doubt as to whether the Latin American countries 
are moving more toward collectivism than capitalism, there is 
no doubt that there is much bitter criticism of private invest- 
ments of United States capital and of United States companies 
operating in the Latin American countries. This is a matter 
of importance to the United States. The Department of Com- 
merce reported in January, 1957 that the book value of United 
States direct investments in the Latin American countries for 
1955 was $6,556,000,000.** 

It is understandable that in the days in which the United 
States was acquiring territory at the expense of Mexico and 
Spain and intervening by force in the internal affairs of countries 
in Central America and the Caribbean that these kinds of activi- 


8 Xavier Cleriga Vera, “La industrializaci6n de México y el director 
de empresas,”’ Revista de Economia Continental (México, D.F., diciembre 
de 1946), pp. 528-530. 

® Pedro Smolensky, “Economia libre y economia dirigida,” Revista de 
Ciencias Econémicas (Buenos Aires, ano 38, 3 serie, no. 25, 1950), 
pp. 363-374. 

10 Eugenio Gudin, Ensaios sobre problemas economicos da atualidade 
(Rio de Janeiro: Ed. Civilizacao brasileira, 1945), pp. 235. See also, 
Julian Alienes y Urosa, Caracteristicas fundamentales de la economia 
cubana (La Habana: Banco Nacional de Cuba, 1950), pp. 405. 

11 Theodore W. Schultz, The Economic Test in Latin America (Cornell 
University: New York State School of Industrial and Labor Relations, 
August 1956), p. 21. 

12 Samuel Pizer and Frederick Cutler, “‘The Role of U.S. Investments 
in the Latin American Economy,” Survey of Current Business (Janu- 
ary, 1957), p. 3. 
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ties should be resisted with charges of imperialism. However, 
with the withdrawal of troops in the administrations of Presi- 
dents Hoover and Franklin Roosevelt, non-intervention commit- 
ments, and the Good Neighbor Policy, one might expect the 
charges of imperialism to disappear. Such has not been the 
case. The United States is still charged with imperialism, but 
as Professor Alvarado Garaicoa says, modern-day imperialism 
is capitalism.** 

The feeling that private United States investments are an evil 
that should be resisted has a history that antedates the present 
period or the Good Neighbor Policy. Manuel Ugarte, who him- 
self repudiated socialism, wrote in 1919 that the United States 
might try to achieve “economic domination” in Latin America 
which would lead to ‘“‘colonialism’’ and which would finally 
prove fatal to the autonomy of the Spanish-speaking countries." 
Ugarte was violently critical of United States companies which 
were operating in Central America and the Caribbean. He ac- 
cused them of violating their word, ignoring terms of contracts, 
threatening individuals, smuggling, suborning officials, and incit- 
ing to disorder.*® “Yanqui capitalistic imperialism” and similar 
terms are used again and again by the Marxist Enamorado Cuesta 
in a book published in 1936.** Vicente Saenz, perhaps the most 
prolific of the anti-American writers in Latin America today, 
describes private foreign companies as “las sociedades andénimas 
internacionalmente succionadoras.” He likens such companies 
to the pirates and slavers of the sixteenth and seventeenth cen- 
turies and asserts that they have contributed to Latin America 
none of the benefits of their civilization, no culture, not even 
hygiene. The “economic imperialism” of the ‘great North 


18 Teodoro Alvarado Garaicoa, El imperialismo y la democracia a través 
de la doctrina Monroe (Guayaquil: Imprenta de la Universidad, 1946), 

pA 24S: 
PP Manuel Ugarte, La patria grande (Madrid: Editora Internacional, 
1924), p. 67. 

15 Ibid., p. 18. 

16 J. Enamorado Cuesta, El imperialismo yanqui y la revolucién en el 
caribe (San Juan de Puerto Rico: Editorial Campos, 1936), pp. 17, 
191-192, for example. 








10 INTER-AMERICAN ECONOMIC AFFAIRS 





American plutocracy’’—the “monopolies” of “foreign capital’’— 
have left Latin American mines empty of their riches and soils 
exhausted of their fertility. The resources of Latin America are 
going down the “‘financial gullet” of the ‘insatiable monopolistic 
octopus,” more fearful than the alligator or the crocodile. Those 
governments in Latin America which permit United States com- 
panies to operate are guilty, according to Saenz, of ‘“‘entreguismo” 
(giveaways)."’ Wagner de Reyna, writing in 1954, claims that 
the idea of the “self-made’’ man which the United States has 
brought to Latin America is dehumanizing.** 


Although Latin American intellectuals and political leaders 
assert endlessly that United States companies are exploitive, they 
almost never support their position with much evidence. For 
example, Elguero claims that “‘yanqui companies” extracted riches 
from Mexico proportionately much greater than did Spain dur- 
ing the colonial period. He supplies no evidence at all in support 
of this contention.*® The classical conception of a thesis involves 
the presentation of a proposition and its defense, yet Hernandez 
Cobos’ thesis describing the relationship of capitalism to impe- 
rialism and exploitation is vague as to its justification.” One 
has the same feeling about Morales Balcells’ study of United 
States copper companies in Chile. He argues that foreign cap- 
ital in copper mining must go.** Sanchez Camacho insists that 
the United States exercises almost unlimited control over fun- 
damental aspects of Latin American life, making the area a semi- 
colony.” Andrés Ponte insists that concessions to United States 


17 Vicente Saenz, Hispano américa contra el coloniaje (Mexico, D.F.: 
Union Democratica Centroamericana, 1949), pp. 77, 128-129, 209, 217, 
222. 226, 251. 

18 Alberto Wagner de Reyna, Destino y vocacién de Iberoamérica 
(Madrid: Ediciones Cultura Hispanica, 1954), p. 37. 

19 José Elguero, Espafia en los destinos de México (Mexico, D.F.: n.p., 
1929), p. 95. 

20 José Humberto Hernandez Cobos, Crisis de la democracia. Su pre- 
servacion y defensa (Guatamala: Universidad de San Carlos, 1950), 
pp. 77. 

21 Fernando Morales Balcells, La industria del cobre en Chile (Santi- 
ago: Tall. Graf. Santiago, 1946), pp. 152. 
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companies in Venezuela must be revoked.** Even Julio V. Gon- 
zalez, well-known Argentine foe of private development of oil 
resources in his country, fails to support adequately his indict- 
ment.** The recent novels which bitterly charge United States 
companies with exploitation are amusing in their distortions and 
inaccuracies but must be given consideration because they are 
media of communication which influence opinion in Latin Amer- 
ica.”” Gorban and Guerra Ifiguez have produced thoughtful 
(although not scholarly in the United States sense) volumes 
which urge integration of the Latin American economies. Gor- 
ban insists that “monopolistic foreign capital” prevents that 
objective." A high and responsible labor official, who thinks 
of himself as friendly to the United States, Luis Alberto Monge, 
General Secretary of the O.R.I.T (Inter-American Regional Or- 
ganization of Workers), declared in December, 1956: 


There is no doubt that many North American 
firms — and also those of other countries — are 
really pillaging the riches of Latin America under 
the protection of lop-sided agreements.”’ 


22 Baldomera Sanchez Camacho, El problema colonial de América (Méx- 
ico, D.F.: University of México, 1950), pp. 108. 

23 Andrés Ponte, Como salvar a Venezuela (New York: Carlos Lopez, 
1937), pp. 339. 

*4 Julio V. Gonzalez, Nacionalizacién del petrdleo (Buenos Aires: El 
Ateneo, 1947), pp. 336. See also A. Frondizi, Petrdleo y politica; contri- 
bucién al estudio de la historia econdémica argentina y de las relaciones 
entre el imperialismo y la vida politica nacional (Buenos Aires: Editorial 
Raigal, 1954), pp. 412. 

*5 Joaquin Gutiérrez, Puerto Limén (Santiago: Nascimento, 1950), 
pp. 280; Miguel Angel Asturias, El sefior presidente (Buenos Aires: Ed. 
Losada, 1948), pp. 276; Baltazar Castro, Un hombre por el camino 
(Santiago: Cultura, 1950), pp. 240. See also, Anson C. Piper, “El 
yanqui en las novelas de Romulo Gallegos,” Hispania (November, 1950), 
pp. 338-341. 

26 Samuel Gorban, Integracién econdédmica de América Latina (Rosario, 
Argentina: Editorial Rosario, 1951), pp. 166; Daniel Guerra Iffiguez, La 
revolucién americana (Caracas: Editorial Avila Grafica, 1949), pp. 142. 

*7 Luis Alberto Monge, ‘‘Interamerican Trade Unionism,” Free Labour 
World, December, 1956; see also Monge, Interpretindonos (México, 
D.F.: Publicaciones de la O.R.LT., 1957), pp. 12, 13, 18. 
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When pressed for specific evidence for the claim that United 
States companies harm Latin America, the answer most fre- 
quently given is that the United States buys from Latin America 
at low prices and sells at high prices. Luis Alberto Sanchez, 
prominent literary figure and leader in the Aprista movement, 
has said: 

I am referring to the attitude of many American 
politicians and financiers who consider Latin Amer- 
ica only a source of raw materials, purchased, of 
course, at a very low price. That means that we 
have been reduced to a very low standard of living 
and cannot, as a result, be consumers.”* 


Finally, there is the feeling that United States capitalism or 
even United States financial aid might result in unwanted cul- 
tural or political values and influence. This is certainly the 
position of Gonzalez Casanova. He also argues that the Latin 
American countries do not derive any economic benefits worthy 
of mention from United States investments.” With respect to 
economic aid, Javier Marquez makes this statement: 


In Latin America, the fear is always present that 
the economic aid which the United States would 
lend her may have that political significance; more- 
over, there is a very widespread thesis to the effect 
that no economic advantage exists great enough 
to compensate for the threat of some political 
influence. It is an opinion very generally held 
among all those who do not benefit directly from 
that aid, and among those who do not consider 
that they benefit enough from it; that is to say 
among the great majority of the people.* 

Two illustrations add evidence to the generalizations of this 


28 Luis Alberto Sanchez, ‘Latin America and the War,” Latin Amer- 
ican Viewpoints (Philadelphia: The American Academy of Political and 
Social Science, 1942), p. 6. 

29 Pablo Gonzalez Casanova, La ideologia norteamericana sobre inver- 
siones extranjeras (México, D.F.: Escuela Nacional de Economia, Insti- 
tuto de Investigaciones Econdémicas, 1955), pp. 190, passim. 
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paper. One deals with Brazil, a large country aided by the 
United States by loans and other assistance, and the other with 
Bolivia, a small country (in population), also aided (at the 
present time at least) by the United States. 

In Brazil, Nemo Canabarro argues that capitalism makes dif- 
ficult the achievement of democracy.** Rocha Diniz advances 
the theme that Brazil has been victimized by the exploitation of 
foreign companies.** Rodrigues Monteiro attacks the role of 
private foreign capital in public utilities in general and in elec- 
trical power in particular.** Even more remarkable is a state- 
ment attributed to Dr. Oswaldo Aranha in 1953, when he was 
Finance Minister of Brazil. Dr. Aranha was alleged to have 
said in an interview that foreign private investments had con- 
tributed nothing to the country and that if foreign companies 
objected to the increased taxes he proposed to levy, “they can 
leave; it makes no difference.” ** Finally, when President Ge- 
tulio Vargas shot himself through the heart on the morning 
of August 24, 1954 after dominating Brazilian politics since 
1930 (except for 1945-50), he left the following letter to the 
Brazilian people (italics supplied) : 

Once more the forces and interests against the 
people are newly coordinated and raised against 
me. They do not accuse me, they insult me; they 
do not fight me, they slander me and do not give 
me the right of defense. They need to drown my 
voice and halt my actions so that I no longer con- 
tinue to defend, as I always have defended, the 
people and principally the humble. 


80 Javier Marquez, ‘Remarks on Some Aspects of the Economic Rela- 
tions between the United States and the Latin American Countries,’’ Some 
Economic Aspects of Postwar Inter-American Relations (Austin: Uni- 
versity of Texas Press, 1946), p. 62. 

81. Nemo Canabarro, A emancipacao (Rio de Janeiro: Borsoi, 1950), 

. 402. 

Te Osorio da Rocha Diniz, O Brasil em face dos imperialismos moder- 
nos (Sao Paulo: Nacional, 1940), pp. 391. 

88 A. Rodrigues Monteiro, O problema da electricidade no Brasil (Rio 
de Janeiro: Casa do Estudante do Brasil, 1951), pp. 98. 

84 New York Times (November 14, 1953). 
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I follow the destiny that is imposed on me. After 
years of domination and looting by international 
economic and financial groups, 1 made myself chief 
of an unconquerable revolution. I began the work 
of liberation and I instituted a regime of social 
liberty. I had to resign. I returned to govern on 
the arms of the people. 


A subterranean campaign of international groups 
joined with national groups revolting against the 
regime of workers’ guarantees. The law of excess 
profits was stopped in Congress. Hatreds were 
unchanged against the justice of a revision of 
minimum salaries. 


I wished to create national liberty by developing 
our riches through Petrobras (Government oil 
development company), and a wave of agitation 
clouded its beginnings. Electrobras (Government 
hydroelectric development agency) was hindered 
almost to despair. They do not wish the workers 
to be free. They do not wish the people to be 
independent. 


I assumed the Government during an inflation- 
ary spiral that was destroying the value of work. 
Profits of foreign enterprises reached 500 per cent 
yearly. In declarations of goods that we import 
there existed frauds of more than $100,000,000. 
I saw the coffee crisis increase the value of our 
principal product. We attempted to defend its 
price and the reply was a violent pressure upon 
our economy to the point of being obliged to 
surrender. 


I have fought month to month, day to day, hour 
to hour, resisting a constant aggression, unceasingly 
bearing it all in silence, forgetting all and renounc- 
ing myself to defend the people that now fall 
abandoned. I cannot give you more than my 
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blood. If the birds of prey wish the blood of 
anybody, they wish to continue sucking that of the 
Brazilian people. 
I offer my life in the holocaust. I choose this 
means to be with you always. When they humil- 
iate you, you will feel my soul suffering at your 
side. When hunger beats at your door, you will 
feel in your chests the energy for the fight for 
yourselves and your children. When they humiliate 
you, you will feel in my brief the force for reaction. 
My sacrifice will maintain you united, and my 
name will be your battle flag. Each drop of my 
blood will be an immortal call to your conscience 
and will maintain a holy vibration for resistance. 
To hatred, I respond with pardon. And to those 
who think they have defeated me, I reply with my 
victory. I was the slave of the people and today 
I free myself for eternal life. But this people to 
which I was a slave no longer will be a slave to 
anyone. My sacrifice will remain forever in your 
soul and my blood will be the price of your ransom. 
I fought against the looting of Brazil. I fought 
against the looting of the people. 1 have fought 
barebreasted. The hatred, infamy and calumny 
did not beat down my spirit. I gave you my life. 
Now I offer my death. Nothing remains. Serenely 
I take the first step on the road to eternity and 
leave my life to enter history.*° 


In Bolivia the Movimiento Nacionalista Revolucionario has 
been a major political force since the 1940's and has governed 


85 New York Times (November 25, 1954). For a study which sup- 
ports Getulio’s charge that international financial interests caused his 
overthrow and wished to maintain Brazil in a colonial position, see Adyr 
Pontes Sette, A verdade sobre a deposicao de Getulio Vargas. Docu- 
mentario, contendo a integra do famoso discurso de Getulio Vargas, pro- 
ferido no Senado a 13 de dezembro de 1946, e um extrato do discurso 
de Porto Alegre (Juiz de Fora, Minas: Gazeta Comercial, 1947), pp. 168. 
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since 1952. Study of the ideology and program of the MNR 
demonstrates a hatred for capitalism at home and foreign in- 
vestment from abroad. Dr. Walter Guevara Arce, in describing 
the doctrine of the movement, explains Bolivia’s problems in 
terms of Marxism. The permanent solution of all economic 
problems for all countries is, of course, socialism. However, 
the contradictions of capitalism can be solved temporarily through 
one or the other of two alternatives: (1) Nazism or Fascism; 
or (2) imperialism. Some of the major capitalistic countries 
like the United States have been able to avoid Nazism or 
Fascism because there are semi-colonial areas available which 
they can exploit. In Bolivia, for example, the foreign com- 
panies pay low salaries, export the country’s riches, pocket the 
profits, and leave Bolivia with little or nothing. Although Dr. 
Guevara Arce accepts the concept of the class struggle, he states 
that Bolivia cannot immediately establish a dictatorship of the 
proletariat because (1) the Indians are not yet sufficiently class 
conscious and the proletariat not yet adequately prepared to 
govern; and (2) Bolivia must import a third of its food, its 
economy depends on the fluctuations of the world markets in 
minerals, and the country is therefore influenced too intimately 
by factors beyond its control. Bolivia’s time table for social- 
ism depends on the speed with which Marxist socialism is 
adopted elsewhere in the world. In the meantime, National 
Revolution serves the interests of the country best.*° 

Other important political groups in Bolivia oppose the eco- 
nomic ideals and policies of the United States. For example, 
leftist movements in Bolivia with political influence in recent 
years include the Partido de la Izquierda Revolucionario (PIR), 
the Partido Obrero Revolucionario (POR), and the FUB, a 
Marxist group representing university students. The PIR is 
Marxist and ideologically affiliated with the Soviet Union. The 
FUB seems to be in the same ideological position. The POR is 
a Trotskyite group and therefore the enemy of the other Marxist 


36 Alberto Cornejo S., Programas politicos de Bolivia (Cochabamba, 
Bolivia: Imprenta Universitaria, 1949), pp. 148-149, 151, 156-157, 
160-162, 164, 171-173. 
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organizations. However, all three groups are agreed that inter- 
national capitalism is to blame for Bolivia’s problems. The 
program of each group contains violent accusations against the 
United States. ‘“Yanqui imperialism—by means of the political 
piratry of the dollar—has taken advantage economically and 
politically of the semi-colonies of America.” In Bolivia, of 
course, the principal industry, tin, was not controlled by United 
States capital. The Patino and Aramayo interests were Bolivian. 
The third major tin interest, Hochschild, was not American by 
nationality. These well-known facts did not stop Marxist or- 
ganizations from accusing the United States of the economic 
domination of Bolivia. The only thing about the United States 
which the PIR could approve was Henry Wallace and the 
Progressive Party.*” 


Concluding Remarks 

The sample of literature in this paper is selected to show 
that there is a substantial body of thought in Latin America 
which opposes capitalism and supports collectivism. Hispanic 
culture has long been characterized by a strong intellectual 
Orientation. Such literature, therefore, is important in Latin 
American politics. It conditions the thinking of men in high 
position. It follows that the United States practitioners in 
international relations should have cognizance of the literature 
of anti-Americanism so that means might be devised to cope 
with it. I assume that the interests of United States investors 
in Latin America deserve protection. I assume also that if Com- 
munism is an international conspiracy which seeks to destroy 
capitalism and parliamentary democracy and substitute socialism 
and dictatorship (“‘people’s democracy’), in the economic area 
the United States would prefer, other things equal, to support 
capitalism rather than socialism. 


Specifically, the literature of economic anti-Americanism log- 
ically should be taken into account when deciding upon an 
economic aid and technical assistance program for Latin Amer- 
ica. The evidence available in the official reports and testimony 


87 [bid., pp. 181-375. 
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of Latin American experts suggests that such literature has 
not been taken into account. The testimony of men who have 
represented the United States in the field in Latin America 
indicates that they are aware of economic anti-Americanism, 
but they seem to have learned about it more from newspaper 
accounts and personal contacts than from the literature.** 

Aside from the official literature, the most serious effort made 
to evaluate the economic aid and technical assistance program 
in Latin America was carried out by the National Planning 
Association. In 1953 the Ford Foundation gave the NPA 
$440,000 to finance the project. Some 50 individuals partici- 
pated directly in the 3-year project. In 1955 and 1956 a series 
of reports were published, including the comprehensive report 
and recommendations of 1956.*° The NPA, with its budget of 
$440,000 and team of 50 men, surely has examined several 
times as much of the literature of Latin Americans relating to 
economics than I have. However, the reports of the NPA cre- 


38 §ee United States Technical Assistance and Related Activities in Latin 
America, Hearings before a Subcommittee of the Committee on Govern- 
ment Operations, House of Representatives, Eighty-Fourth Congress, First 
Session, United States Government Printing Office (1956), pp. 685, 
passim; Mutual Security Act of 1957, Hearings before the Committee on 
Foreign Relations, United States Senate, Eighty-Fifth Congress, First 
Session, United States Government Printing Office (1957), pp. 294-334; 
Foreign Aid Program, Compilation of Studies and Surveys prepared under 
the Direction of the Special Committee to Study the Foreign Aid Pro- 
gram, United States Senate, United States Government Printing Office 
(1957), pp. 1263-1277, 1511-1539. 

8° National Planning Association, Technical Cooperation in Latin 
America: The Role of Universities in Technical Cooperation (Washing- 
ton, D. C.: NPA, 1955); Technical Cooperation in Latin America; Tech- 
nical Cooperation—Sowing the Seeds of Progress (Washington, D. C.: 
NPA, 1955); Technical Cooperation in Latin America: Organization of 
United States Government for Technical Cooperation (Washington, D. C.: 
NPA, 1955); Arthur T. Mosher, Technical Cooperation in Latin Amer- 
ica: Case Study of the Agriculture Program of AGAR in Brazil (Wash- 
ington, D. C.: NPA, 1955); Technical Cooperation in Latin America: 
Administration of Bilateral Technical Cooperation (Washington, D. C.: 
NPA, 1956); Technical Cooperation in Latin America: Recommendations 
for the Future (Washington, D. C.: NPA, 1956). See also, James G. 
Maddox, Technical Assistance by Religious Agencies in Latin America 
(Chicago: University of Chicago Press, 1956). 
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ate the impression that the literature of economic anti-Amer- 
icanism does not constitute a bar to the realization of United 
States ideals and objectives in the Western Hemisphere. Indeed, 
I must surmise that the NPA regards such literature as largely 
irrelevant and perhaps meaningless. 


Finally, it is my impression that the technical officers in the 
embassies of the United States in the Latin American coun- 
tries do not usually concern themselves with the literature of 
the pensadores. This impression is based mainly on conversa- 
tions with many such officers while on research missions to Latin 
America in 1941-42, 1944, 1948, and 1955. In visiting the 
South American countries in 1955, I found that knowledge of 
the literature of the men who exercise great influence in the 
social, economic and political life of the Latin American coun- 
tries was almost completely lacking. In some instances, men 
who had been in the service of the United States for years 
could not discuss a single work of a single influential writer 
of the country in which they worked. It is difficult for me to 
comprehend how a successful program of international rela- 
tions could be carried on over a period of time in Latin Amer- 
ica without such knowledge. Latin American thinkers and 
dignitaries in government with whom I had formal interviews 
and conversations almost unanimously expressed the view that 
most of our foreign service and technical personnel had little 
interest in and virtually no knowledge of the poets, novelists, 
essayists, historians, and other intellectuals of the country in 
which they were working. 


Universities, foundations, and research groups might profitably 
investigate the ideological bases of anti-Americanism in Latin 
America, not only in the economic but also in the cultural and 
political areas as well. Such a study would involve: (1) Prepa- 
ration of a bibliography of all anti-American literature for every 
country in the hemisphere; (2) Review of such literature by 
qualified scholars; (3) Analysis and classification of anti-Amer- 
ican concepts and ideas; (4) Testing of findings through institutes 
or seminars in Latin America with the assistance of Latin Amer- 
ican scholars and men in public life; and (5) Presentation of 
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all working papers as well as published findings to the Latin 
Americen specialists of the Government for whatever use they 
might care to put the materials. 


* * * 
The list of sources mentioned in footnote No. 4 follows: 


For general economic theory see, Juan Bautista Justo, Obras completas. 
Tomo 6. La realizacién del socialismo (Buenos Aires: La Vanguardia, 
1947), pp. 408; Américo A, Ghioldi, Actualidad de Juan B. Justo. Sus 
ideas histéricas, sus ideas socialistas, sus ideas filosdficas (Buenos Aires, 
1950), pp. 164; Justo was a leader of socialism in Argentina, and the 
works mentioned make available valuable material relating to the history 
and ideology of the Socialist Party in Argentina; Alfredo L. Palacios, 
Estéban Echeverria, albacea del pensamiento de mayo (Buenos Aires: 
Edit. Claridad, 1951), pp. 758; Tulio Halperin Donghi, El pensamiento 
de Echeverria (Buenos Aires: Edit. Sudamericana, 1951), pp. 161; O. 
Popescu, El pensamiento social y econémico de Estéban Echeverria (Bue- 
nos Aires: Edit. Americana, 1954), pp. 259; Echeverria’s Dogma Social- 
ista was ideologically very influential in the organization of the Argentine 
nation; Emilio Frugoni, Génesis, esencia y fundamentos del socialismo 
(Buenos Aires, 1947), 2 volumes; Ricardo Duran Cano, Pensamiento 
y accion de Emilio Frugoni (Montevideo, 1950), pp. 47; Frugoni is one 
of the leading socialists in Uruguay for the period since 1910; Jesus 
Silva Herzog, El pensamiento econémico en México (México: Fondo de 
Cultura Econémica, 1947), pp. 199; this book represents the economic 
ideas of about 40 Mexican writers; P. Overhoff, Reise in Lateinamerika 
(Francfort-Main: Suhrkamp, 1953), pp. 380; general descriptive work 
dealing with Latin American economic problems; Miguel Gémez Fer- 
nandez, Tratado de economia colombiana (Bogota: Libreria editorial la 
Gran Colombia, 1943), pp. 239; urges increased intervention by the 
Government in Colombia’s economy; Luis Chavez Orozco, Historia econ- 
Omica y social de México (México, D.F.: Ediciones Botas, 1938; J. M. 
Fernandez, Justicia social; ni comunismo, ni propriedad absoluta, comu- 
nidad de bienes creados (Bogota: Imprenta Nacional, 1955), pp. 171; 
R. Salazar, Historia de las luchas proletarias de México (México, D. F., 
1938); J. M. Carrasco Cuellar, Hacia la repiblica socialista de los tra- 
bajadores (México, D.F., 1938); Alfredo L. Palacios, Soberania y social- 
izacion de industrias, monopolios, latifundios y privilegios del capital 
extranjero (Buenos Aires: Ed. La Vanguardia, 1946), pp. 373; Gonzalo 
Restrepo Jaramillo, La crisis contemporanea, estudios sociales (Medellin: 
Tipografia industrial, 1941), pp. 247; this author recommends the 
establishment of the corporative state; Salvador Oria, El estado argentino 
y la nueva economia, intervencionismo defensivo (Buenos Aires: Peuser, 
1945), pp. 708; José F. Rieffolo Bessone, Contrato de obra publica 
(Buenos Aires: Ed. El Ateneo, 1946), pp. 126; P.S. Narasimhan, 
“Profit-Sharing. A Review,” International Labour Review (International 
Labour Office, Geneva, December, 1950), pp. 469-499; summary of the 
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compulsory profit-sharing laws of Bolivia, Chile, Colombia, Ecuador, Peru, 
and Venezuela; L. Edward Shuck, Jr., Distributive Democracy in the 
Americas—An Analysis of the Perén Regime in Argentina, Ph. D., Uni- 
versity of Southern California, 1948; Antonio Garcia, ‘‘La reforma ba- 
ncaria y el control selectivo del crédito en Colombia,’ El Trimestre 
Econémico (México, D.F., julio de 1951), pp. 451-487; Garcia attacks 
private profit as a criterion in formulating a governmental policy on 
money and credit; Paul V. Horn and Hubert E. Bice, Latin-American 
trade and Economics (New York: Prentice-Hall, Inc., 1949); for 
trade policies, see pp. 179-206; Oscar Waiss, Nacionalismo y socialismo 
en América latina (Santiago de Chile: Prensa Latino-americana, 1954); 
pp. 168; Waiss does not even debate the possibilities of capitalism but 
simply assumes that the Revolution is coming; Sanford A. Mosk, “El 
nacionalismo econémico en la América Latina,’ Revista de Economia 
Continental (México, D.F., noviembre de 1946), pp. 401-411; the 
best short essay I have seen on the causes and development of economic 
nationalism in Latin America; Antonio Manero, El fomento industrial 
de México (México, D.F.: Memoria del segundo congreso mexicano 
de ciencias sociales, Vol. 2, 1946), pp. 171-293; Manero argues for 
further government intervention in order to industrialize Mexico; M. G. 
Parra, La industrializaci6n de México (México, D.F.: Imprenta Univer- 
Sitaria, 1954), pp. 203; José L. Buzzetti, La magnifica gestién de Battle 
en obras publicas (Montevideo: Editorial Ceiba, 1946), pp. 383; Fran- 
cisco R. Pintos, Historia del Uruguay, 1851-1938. Ensayo de inter- 
pretacién materialista (Montevideo; Ed. Pueblos unidos, 1946), pp. 204; 
J. A. Lacarte Muro, Politica econémica exterior del Uruguay (Monte- 
video: Consejo Interamericano de Comercio y Produccion, 1955), pp. 
285; Russell H. Fitzgibbon, Uruguay, Portrait of a Democracy (New 
Brunswick; New Jersey: Rutgers University Press, 1954), pp. 301; 
L. Roque Gondra and others, Pensamiento econdmico latinoamericano 
(México, D.F.: Fondo de Cultura Econdémica, 1945), pp. 333; Kalman 
H. Silvert, The Chilean Development Corporation, Ph. D., University 
of Pennsylvania, 1948; Corporacién Boliviana de Fomento, La corpora- 
cién boliviana de fomento. Sus origines, organizacién y actividad (La 
Paz, 1943), pp. 127; Herman Finer, The Chilean Development Cor- 
poration. A study in National Planning to Raise Living Standards 
(Montreal: International Labor Office, 1947), pp. 83; Luis Bulnes Aldu- 
nate, La corporacién de fomento de la produccién (Santiago: La Grati- 
tud Nacional, 1943), pp. 270: Alberto Rojas Pantoja, La corporacién 
de fomento de la produccién y su importancia en el desarrollo de la 
economia nacional (Santiago: Imp. de Carbineros de Chile, 1944), pp. 
164; César Valdés, La corporacién de fomento como parte fundamental 
de un plan nacional de economia dirigida (Santiago: Garay y Alaniz, 
1943), pp. 60; Luciano R. Catalano, Plan argentina de movilizacién 
industrial (Buenos Aires: Matera, 1943), pp. 191; discussion of com- 
modities in government controlled economy; Carlos Saez de Santamaria, 
Plan quinquenal de fomento agricola (Bogota: Ministerio de la econ- 
omia nacional, 1945), pp. 153; Roberto L. Valverde, “Explotacién del 
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petrdleo argentino por el estado. Yacimientos petroliferos fiscales,” 
Boletin de la Escuela Nacional de Ingenieros (Lima, Peru, enero-marzo 
de 1946), pp. 3-89; defends the government monopoly of oil production 
in Argentina; Alexandre de Larite, ‘‘Refinarias nacionais,"’ O Observador 
Econémico e Financeiro (Rio de Janeiro, dez., 1946), pp. 66-78; pro- 
poses that Government develop the oil refining industry; Jesas Silva 
Herzog, Petrdleo mexicano. Historia de un problema (México, D.F.: 
Fondo de Cultura Econémica, 1941), pp. 305; José Domingo Lavin, 
Petréleo, pasado, presente y futuro de una industria mexicana (México, 
D.F.: Edicién y Distribucién Ibero Americana de Publicaciones, 1950), 
pp. 401; Ricardo Anaya, Nacionalizacién de las minas de Bolivia (Coch- 
abamba: Imprenta Universitaria, 1952), pp. 344; A. B. Lopez Aguado, 
El Cooperativismo y las nacionalizaciones (Buenos Aires: Federacién 
de Cooperativas de Consumo, 1956), pp. 139; Aurelio Compaired, Eco- 
nomica planificada versus dictaduras y anarquia (Buenos Aires, 1952), 
pp. 172; R. di Natale E., Revolucion agraria en Bolivia (Cochabamba, 
Bolivia: Imp. Universitaria, 1953), pp. 156; Estanislau Fischlowitz, 
“Mercado do trabalho livere ou organizado,” Boletim do Ministério do 
Trabalho, Industria e Comércio (Rio de Janeiro, julho-set., 1951), pp. 
23-39; Carlos de Bonhomme Seymour Waden, Salario y participacion 
en las utilidades, de acuerdo con la doctrina, con la ley y con la juris- 
prtudencia (Arequipa: Chachani en América del Sur, tomo 8, 1950), 
pp. 346; detailed study of profit-sharing in Peru; Evaristo M. Pifion Fil- 
gueria, ‘El estado y la empresa,’ Revista de la Facultad de Ciencias 
Econémicas (Universidad Nacional de Buenos Aires, octubre de 1950), 
pp. 956-573; advocates a corporative economy; Mario Sepulveda Parada, 
“El consejo nacional de economia,’’ (Memorias de Universidad de Chile, 
Facultdad de Ciencias Juridicas y Sociales, tomo 4, 1950), pp. 15-71; 
study of Chilean government's economic planning council; C. T. Becu, 
El control del dinero en la Argentina (Buenos Aires: Libr. Juridica, 
1953), pp. 156; Ministerio de la Economia Nacional, Memoria . . . al 
Congreso de 1947 (Bogota: Imprenta Nacional, 1947), pp. 156; des- 
cription of Instituto Nacional de Abastecimientos (INA), agency in 
Colombia which regulated food prices; “Nova politica da borracha,”’ 
O Observador Econémico e Financeiro (agosto, 1946), pp. 85-96; argu- 
ment for international rubber agreements; Mexico. Universidad Nacional, 
La intervenciédn del Estado en la economia (México, D.F.: Escuela 
Nacional de Economia, 1955), pp. 302; Servando A. Alzati, Historia 
de la mexicanizacion de los ferrocarriles nacionales de México (México, 
D.F.: 1946), pp. 337; Rémulo E. Rojo Cardenas, Contralor por el 
estado de las sociedades anénimas (Buenos Aires: Pagani Hermanos, 
1947), pp. 186; discussion of regulation and control of corporations in 
Argentina; Pedro Bosch Garcia, Antecedentes para el control de las 
empresas del estado en México (México, D.F., 1947), pp. 141; des- 
cription of 22 government-controlled enterprises in Mexico; Secretaria 
de Bienes Nacionales e Inspeccién Administrativa, Organismos descen- 
tralizados y empresas de participacién estatal, 1951, (México, D.F., 1951), 
pp. 777; much information on Mexican government corporations. 
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Foreign Aid and the Problem 


of Non-Intervention 
By J. Fred Rippy* 


A major problem encountered by the United States in its 
postwar foreign policy, a problem likely to cause increasing per- 
plexities, has been the problem of attaining its objectives of 
peace, prosperity, and democracy without violating its announced 
principle of non-intervention. Present in relations with nearly 
all of the underdeveloped countries, this problem has recently 
become most conspicuous in the case of the Latin-American 
nations with which the United States has signed formal collective 
pledges against all types of intervention. 


One of the most important documents that embodies such a 
formal pledge—the Charter of the Organization of American 
States, signed at Bogota in the spring of 1948 and ratified shortly 
afterward by the governments of twenty-one countries in the 
Western Hemisphere—is not free from possible contradictions. 
While some of its provisions forbid intervention, others encour- 
age it. The long preamble of this charter expresses the alleged 
firm conviction of these governments that “the true significance 
of American solidarity and good neighborliness can only mean 
the consolidation on this continent, within the framework of 
democratic institutions, of a system of individual liberty and 
social justice based on respect for the essential rights of man”; 
and, further, that the welfare of these countries and their ‘“con- 
tribution to the progress and civilization of the world will 
increasingly require intensive continental cooperation,” the prin- 
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ciples and details of which the same document sets forth at 
some length. 


Article 5, for example, contains such declarations as these: 


The solidarity of the American States and the high aims 
which are sought through it require the political organiza- 
tion of those States on the basis of the effective exercise of 
representative democracy. 

Social justice and social security are bases of lasting peace. 

Economic cooperation is essential to the common welfare 
and prosperity of the peoples of the continent. 

The American States proclaim the fundamental rights of 
the individual without distinction as to race, nationality, 
creed, or sex. 


Article 28 expresses this obligation: ‘“The member States agree 


to cooperate with one another to achieve just and decent living 
conditions for their entire populations’—which Articles 29-31 
elaborate in this fashion: 


The member States agree upon the desirability of devel- 
oping their social legislation on the following bases: 

All human beings, without distinction as to race, nation- 
ality, sex, creed, or social condition, have the right to attain 
material well-being and spiritual growth in circumstances 
of liberty, dignity, equality of opportunity, and economic 
security. 

Work is a right and a social duty; it shall not be con- 
sidered an article of commerce; it demands respect for 
freedom of association and for the dignity of the worker; 
and it is to be performed under conditions that ensure life, 
health, and a decent standard of living, both during the 
working years and during old age, and when any circum- 
stance deprives the individual of the possibility of working. 

The member States agree to promote, in accordance with 
their constitutional provisions and their material resources, 
the right to education, on the following bases: 

Elementary education shall be compulsory and, when pro- 
vided by the State, shall be without cost. 
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Higher education shall be available to all, without dis- 
tinction as to race, nationality, sex, language, creed, or 
social condition. . 

With due consideration for the national character of 
each State, the member States undertake to facilitate free 
cultural interchange by every medium of expression. 


These and other declarations and agreements included in the 
charter clearly commit the nations involved to total democratic 
regimes. But when these commitments are violated, serious 
problems are confronted. Effective collaboration requires con- 
sent, and will encounter formidable obstacles when full consent 
is not forthcoming. Collaboration as envisaged in this charter 
and in general, however, is an affair of governments, and the very 
fact that several Latin-American governments fail to comply with 
the terms of the compact is a clear indication that they will be 
very reluctant to assent to outside pressure intended to implement 
these democratic pledges. The truth is that the granting of 
economic and technical aid to any other than democratic regimes 
which permit free elections and devote themselves to the general 
welfare is repugnant to this charter, for such assistance tends 
to prolong incumbent despotic governments and injure opposi- 
tion groups eager to share social, economic, and political benefits 
within the various recipient countries. Because of the sensitivi- 
ties of Latin Americans and the leaders of the new nations of 
Asia and Africa, and because the United States has become the 
major benefactor of the underdeveloped countries, the promotion 
of democracy along with mass progress in such of these coun- 
tries as are now autocratic and tyrannical is bound to be a pecul- 
iatly difficult and prolonged operation for the government and 
the people of the United States. 

In the case of Latin America, the policy of assistance not only 
risks the wounding of national pride if directed toward all the 
goals envisaged in the inter-American charter; it also violates— 
or seems to violate—some of the provisions of this ambiguous 
document itself. Articles 15 and 16, for instance, declare: 


No State or group of States has the right to intervene, 
directly or indirectly, for any reason whatever, in the internal 
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or external affairs of any other State. The foregoing prin- 
ciple prohibits not only armed force but also any other form 
of interference or attempted threat against the personality 
of the State, or against its political, economic, and cultural 
elements. 


No State may use or encourage the use of coercive meas- 
ures of an economic or political character in order to force 
the sovereign will of another State and obtain from it 
advantages of any kind. 


The extreme national sensitivity thus exhibited by the Latin Amer- 
icans stems from their undemocratic governments, from their 
previous unpleasant colonial experience, and from the interven- 
tionist policies pursued by the great powers during the century 
following the winning of independence by the Latin peoples 
of the New World; and other underdeveloped countries respond 
to similar sentiments, magnified in many instances by more vivid 
colonial memories, arising from similar experiences. 

The first epoch of intervention by the United States in Latin 
America, an epoch of vigorous interposition in some cases, began 
in 1898 and terminated at the beginning of the 1940's, and 
embraced two types: (1) fiscal and military, motivated mainly 
by defense strategy, economic advantage, and humanitarian 
impulses; and (2) largely political, motivated by devotion to 
democracy and human rights. The first type resulted in the 
establishment of five quasi-protectorates by means of armed force; 
the second, which employed the device of refusal to recognize 
governments set up by means of military revolts or golpes de 
estado in the hope that such refusal would promote democracy, 
failed to achieve its objective and merely aroused bitter opposi- 
tion. Initiated by Theodore Roosevelt in relations with the five 
republics of Central America as early as 1907, it was gradually 
extended to nearly all of Latin America in the course of the 
administration of Woodrow Wilson, Warren G. Harding, and 
Calvin Coolidge, but was finally confined once more to the Cen- 
tral American countries by Herbert Hoover, and entirely aban- 
doned shortly before the inauguration of Franklin D. Roosevelt, 
who began the policy of granting assistance to foreign countries 
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in 1939, at about the same time that he terminated intervention 
of the fiscal and military type that had been initiated by William 
McKinley and continued by McKinley's successors, both Demo- 
cratic and Republican. 


That foreign aid administered by the United States through 
the governments of foreign countries might be described as 
intervention, depending on political conditions and attitudes in 
recipient countries, was more than suggested in the course of 
the year 1957 both in the United States and elsewhere. It is 
likely that the main motives prompting the foreign-aid programs 
of the United States are political (the ‘containment of Commu- 
nism"), economic (the stimulation of exports and the facilita- 
tion of access to raw materials), and benevolent (the promotion 
of democracy and the general welfare of the recipients). But 
in many instances, as already intimated, such aid tends to bulwark 
selfish despotic governments and presumably to delay reforms 
in the interest of the common people; and one of the results 
of the new policy has been the fostering of a demand—both in 
the United States among the “liberals” and in recipient coun- 
tries among those opposed to incumbent dictators and tyrants— 
for the resumption of intervention against despots and in 


favor of groups supposed to be devotees of more democratic 
governments. 


Latin-American opposition groups, many of whose members 
are in exile, voluntary or cotnpulsory, in Western Europe, in 
other countries of Latin America, and in various parts of the 
United States—Miami, New York, New Orleans, San Francisco, 
Los Angeles, Chicago, Washington, D. C., and other urban cen- 
ters—were among the first to raise the issue of intervention in 
connection with the foreign-aid programs of the United States. 
And whether the opposition leaders in the various Latin countries 
of America demand intervention in their own behalf, or the ces- 
sation of intervention in support of dictators and oligarchies, or 
the entire abandonment of intervention in the form of these 
foreign-assistance programs or any other measures, they are nat- 
urally the major critics in Latin America of the Latin-American 
policy of the United States, either because they are persecuted or 
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because that policy hampers them in their efforts to gain political 
power and economic benefits, or for both reasons. Their most 
conspicuous collaborator in the field of journalism in this coun- 
try is the New York Times; their most sensational official sup- 
porter during the year 1957 was Congressman Charles O. Porter 
of Oregon. 

The New York Times clearly revealed its editorial policy on 
the subject of dictators and democracy several years ago. On 
February 14, 1950, for example, the following statement appeared 
on its editorial page: “One of the things that the State Depart- 
ment can do in encouraging democracy in Latin America is to 
show favor and friendliness to those nations whose ideals and 
aspirations approximate our own, and to refuse to help anti- 
democratic regimes.” On April 14, 1956, its editors remarked: 
“The greatest weakness of United States policy toward the Hemis- 
phere has been its overt friendliness toward dictators.” And 
on March 2, 1957, they declared: “Our duty as a great democ- 
racy is to foster democracy and encourage democrats in Latin 
America, not dictatorships and not tyrants.” Many other simi- 
lar statements could be quoted, but these three should suffice to 
illustrate the policy of this widely-read metropolitan newspaper. 


The disappearance—probably the murder—of a member of a 
family living in Eugene, Oregon, apparently connected in turn 
with the disappearance—probably the murder—of a Basque ex- 
patriate residing in New York, was largely responsible for the 
activities of Congressman Porter. Jestis de Galindez, who was 
at the time a member of the history staff of Columbia University, 
disappeared on March 12, 1956; Gerald Lester Murphy, the son 
of parents living in Eugene, Oregon, was last seen on December 
3, 1956, in the Dominican Republic, where he was employed 
as a copilot by a government-owned aviation enterprise; and 
the Oregon Congressman strongly suspected that Generalissimo 
Rafael Trujillo, dictator of the Dominican Republic since 1930, 
was responsible for both crimes, as well as many others committed 
not merely in the country which he tightly controlled but in three 
or four others, including the United States. In fact, Porter 
seems to have been convinced that copilot Murphy, probably 
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then unaware of the nature and significance of his act, had flown 
the airplane that conveyed the kidnapped Galindez to an air- 
field in the Dominican Republic and to his doom, and that young 
Murphy—age twenty-three—had been murdered several months 
later at the instigation of Trujillo in order to silence a witness 
who might have dissolved the mystery of the vanished Galindez, 
who had aroused the ire of the dictator by writing a Doctor's 
dissertation, based on information acquired while an exile in this 
island nation, on the Era of Trujillo, for which the Basque his- 
torian was on the point of finding a publisher. 


The circumstantial evidence pointing to Trujillo as the culprit 
was first published with ample imaginary and other illustrations 
by Life Magazine (February 25, 1957, pp. 24-31). Congress- 
man Porter began (February 28, 1957) to hurl his verbal missiles 
at Trujillo from the floor of the House of Representatives a few 
days after the appearance of this issue of Life, and not only 
continued his assault intermittently throughout the first session 
of the Eighty-fifth Congress but gradually expanded his warfare 
until his utterances were directed toward all the dictators of 
Latin America, although he may have been unaware of some of 
them. As late as September 3, 1957, three days after Congress 
adjourned, he inserted this statement in the appendix of the 
daily Congressional Record: * 


I adhere to my position that dictators should be over- 
thrown and . . . favor their being toppled by revolution to 
bring justice and mercy back into government—peaceful 
revolution if possible. As for military advantages of dic- 
tator-run countries in Latin America, I am most willing to 
debate this issue .. . 


The second sentence quoted from Porter's declaration referred 
to the defense system of the Western Hemisphere in its relation 
to Communist aggression and subversion. The Oregon Con- 
gressman had contended repeatedly that international Commu- 
nism was more likely to be served than hindered by arming 
dictators, for he believed that they would employ the military 


1P, 7348. 
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equipment furnished by the United States—allegedly valued at 
$6 million in Trujillo’s case—to suppress their people and thus 
cause them to turn against the United States and perhaps seek 
the aid of Communists. 

That his attack would be directed against more than one Amer- 
ican dictator was suggested from the outset. His speech of 
February 28 concluded with this statement: ° 

The dichotomy is not between the free world and com- 
munism. It is between the free world and tyranny, commu- 
nistic or otherwise. I do not underrate the threat of the 
international communist conspiracy, but I suggest that our 
failure to call a spade a spade, a tyrant a tyrant, in the 
Dominican Republic hinders us in our efforts to light a 
torch of freedom and fair play for all the world. 

He asked for the assistance of Congress not merely for the 
purpose of clearing away the fog that enveloped the murder of 
Gerald Murphy but also for the purpose of inducing the Eisen- 
hower administration to “revise misguided official policies which 
distress friends of freedom and fair play throughout Latin 
America.” 

By July 15, 1957, the Oregon legislator was ready to set forth 
his policy in concrete detail. With respect to the Dominican 
Republic he urged: 

1. The submission of the Murphy and Galindez cases to 
the Organization of the American States. 

2. The furnishing by the executive departments of the 
Washington government of full information to tourists on 
the “real conditions in the Dominican Republic.” 

3. Reduction of the Dominican sugar quota designated 
for import into the United States, a step which would be 
felt by Trujillo, since he had “taken over all but one of 
the sugar companies.” 

4. Discontinuance of Exim Bank Loans along with both 
military and technical assistance to the Dominican Republic. 


* See Congressional Record (daily), February 28, 1957, pp. 2491-97, 
for the entire speech. 
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5. Dismissal of Ambassador Manuel de Moya if he should 
persist in his refusal to retract his insinuations, contained in 
a speech delivered in San Francisco, calculated to damage 
Congressman Porter’s reputation. 

In reference to Latin America as a whole Porter insisted 
that the Eisenhower administration should adopt the following 
policies: 

1. Instruct diplomats to maintain proper but cool rela- 
tionships with dictatorial governments, avoiding all unnec- 
essary identification with the dictators. 

2. Encourage the democratic governments to send their 
high officials to the United States in order that they may 
be accorded public honors such as to reveal that the people 
of this country are “on their side.” 

3. Confer no medals or other honors on dictators. 


4. Make no statement that can be interpreted as ap- 
proval of dictators. 

5. Make sure that every American who travels to Latin 
America “knows the nature of the government of the coun- 
try he intends to visit.” 

6. Make no Exim Bank loans to dictators. 

7. Give no military or economic aid to dictators. 


In short, Congressman Porter urged the Eisenhower govern- 
ment to “‘seize the initiative in Latin America in the . . . battle 
for men’s minds.” “This means,” he added, ‘openly condemn- 
ing dictatorial regimes and praising democratic ones, . . . giving 
wholehearted support to those . . . who are striving to liberate 
{and to improve the economic condition of} their countries . . . 
by democratic means.” * 


On July 19 he attempted to achieve a part of his program by 
offering two amendments to the bill authorizing “Mutual-Secu- 
rity” funds for fiscal year 1958. One provided that priority 
should be given to the more democratic countries in Latin Amer- 
ica in distributing economic aid; the other proposed to terminate 


° Ibid., July 15, 1957, pp. 10116-19. 
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economic and military assistance to such Latin-American nations 
as the State Department determined to be governed by dictator- 
ships. Although both amendments were roundly defeated—the 
first by a vote of 171 to 4 and the second by a tally of 168 to 7— 
the Oregon Congressman expressed the belief that their defeat 
could be attributed mainly to his inability to submit them before- 
hand to the House Committee on Foreign Affairs for the purpose 
of hearings, and indicated that he would persist in his efforts 
to effect a change in policy.* 


At this time, as well as before and after, Porter stood almost 
alone in the House in his attempt to withhold assistance from 
the Latin-American dictators and confer special favors upon 
governments approximately democratic in character. No mem- 
ber of that body spoke in favor of his program. On the contrary, 
it was expressly opposed by a score of Congressmen. Some were 
Roman Catholics aware that they were dealing with countries of 
that faith and seemingly influenced accordingly. Some pointed 
out that Trujillo had been kind to Jewish refugees and thus 
underlined the dictator's benevolence. Others appeared to reveal 
a disposition to support any tyrant, anywhere, who seemed to 
be an ardent anti-Communist, and even hinted—in some instances 
more than hinted—that the “unsophisticated Oregonian,” who 
was only thirty-eight years old, was a dupe of the “international 
communist conspiracy.” A few were probably influenced by loy- 
alty to the Republican administration whose policy Porter was 
attacking. More were opposed to the amendments because they 
felt that they would result in a drastic departure from the non- 
intervention policy that the Franklin D. Rosevelt administration 
had firmly established (in theory if not actually in fact); and 
a few even went so far as to praise the government of Gener- 
alissimo Trujillo. Perhaps the following quotations will sufh- 
ciently illustrate their arguments during the course of the first 
session of the Eighty-fifth Congress: ° 


* Ibid., July 19, 1957, pp. 11037-45, and July 22, 1957, pp. 11212-15. 
> For this and the three quotations that follow, see Ibid., Feb. 28, 1957, 
pp. 2497-2503, and April 1, 1957, pp. 4415-16. 
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ns Daniel J. Flood (Democrat, Pa.): 

r- The Dominican Republic has been honored by that great 
1€ enemy of communism, Cardinal Spellman, for their [its} 
— outstanding fight against this [communist} menace. . . . I 
at am certain that the agencies of this Government will not be 
e- influenced by inflammatory articles and statements issued by 
se any person or persons on this subject. 

‘ts 


Victor L. Anfuso (Democrat, N. Y.), who likewise confessed 
that he had been influenced by the views of the same Cardinal 
st Spellman: 


m I cannot overlook the fact that the Dominican Republic is 
on an ally of the United States, that she is part of our Western 
n- Hemisphere defense, that we do business with her. . . . In 
ry, these critical times when the United States is engaged in a 
re death struggle with a common enemy . . . we cannot afford 
of to insult an ally.... 

ed John M. Robsion, Jr. (Republican, Ky.) : 

84 The United States is associated with the Dominican Republic 
= in the Organization of the American States . . . and the 


United Nations, and the two nations cooperate in plans for 


we hemisphere defense. . . . Would it not be better if the gentle- 
ne man from Oregon withheld his indictment of a friendly 
ul government and its head until the departments of the United 
e States Government . . . have been given full opportunity 
i to develop all the facts and take whatever action that may 
Z be required ? 

ss George S. Long (Democrat, La., and brother of the late 
sal Huey Long): 

er- It has been widely and loosely said that the Dominican 
ffi- Republic is a dictatorship. . . . I have learned by experience 
rst not to be taken in by the word “dictator.” . . . If indeed 


the Dominican Republic is a dictatorship, we have no proof 
of the fact that would stand up under a court of law of our 
nation. I cannot believe that these proud people would 
15. ever submit to a ruthless dictator. I can and do believe that 
37, they would . . . honor good and efficient public servants, 
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even as they are so honored in our own land, by returning 
them to public office again and again for the glory and 
honor of their country and their God. . . . The Dominican 
Republic and its chief of the armed forces [Rafael Tru- 
jillo} . . . and its President [Hector Trujillo} . . . have 
always and unequivocably been on the side of God and 
Christianity. They have been to us a vital and necessary 
bulwark against the encroachment of atheistic communism 
and its diabolical attempt to infiltrate and destroy our 
country.... 


Such were some of the statements provoked by Congressman 
Porter’s initial assault. Thereafter the battle, with the exception 
of the short debate occasioned by his amendments offered in July, 
was a sort of hit-and-run affair. Conspicuous among the Ore- 
gonian’s antagonists were ‘Pat’ Kearney (Republican, N. Y.), 
George S. Long, John W. McCormack (Democrat, Mass.), and 
Carroll Reece (Republican, Tenn.). 


On April 5 Congressman Kearney, extending his remarks in 
the Record, firmly declared: ° 

I speak from personal experience when I say that accounts 
of the terrorism and so-called brutal dictatorship in the 
Dominican Republic are best described as gross fabrications. 
Criticism of this type coming from official sources can be 
made by the communists to fit in with the picture they like 
to paint of the United States as the meddling, imperialistic 
menace . . . bent on destroying independence and freedom 
in Latin America. 


On April 17 Louisiana’s Long addressed the House at length. 
The following passage reveals the tone of his argument: * 

I. . . owe it to my country, to my God, and to myself not 

to stand idly by while an attempt is being made to destroy 

a small and friendly nation whose only crime is that it 

refused to knuckle down under the assaults of atheistic 

communism. . . . I care not what type of government is 


° Appendix, p. 2476. 
* Pp. 5322-25 for Long’s entire address. 





ing 
ind 


-an 


ave 
ind 


ary 
Our 


nan 
10n 
uly, 
)re- 
a 


and 
an 


ints 
the 
ons. 
| be 
like 
istic 
Jom 


gth. 


not 
troy 
it it 
istic 
it is 


PROBLEM OF NON-INTERVENTION 35 


maintained in Ciudad Trujillo so long as it is not an atheis- 
tic communist government which would endanger our safety 
and security... . The type and form of government which 
. . . the people of the Dominican Republic choose to have, 
as well as the political leaders they choose to govern them, 
is strictly none of our business. 


On May 8 Congressman McCormack, House majority leader, 
inserted some remarks in the Record’s appendix. Mentioning 
the fact that four Jewish members of the House had recently 
visited the Hebrew refugee colony in Trujilloland and returned 
to Washington well pleased with what they had observed, this 
Roman-Catholic politician continued: “Mr. Speaker, it is encour- 
aging to note that four of my distinguished colleagues, in the 
course of a visit to the Dominican Republic, formed the same 
favorable impression of the broad, humanitarian policies of 
Generalissimo Rafael Leonidas Trujillo Molino, L. L. D., that 
have been entertained by numerous United States leaders and 
citizens throughout the last 27 years.”* And on May 27 the 
appendix of the Record contained another statement by Congress- 
man Long in which he asserted that the ‘‘gentleman from Oregon”’ 
was engaged in attacking ‘‘one of the great leaders of a demo- 
cratic and progressive Republic’ and declared further: ‘As a 
Christian I shall humbly pray that my young colleague . . . shall 


see the error of his ways and . . . be moved by God to turn 
his undoubted ability . . . to fighting our atheistic communist 
enemy.” ® 


On June 11 Congressman Reece obtained the floor in order 
to protest against ‘‘unbridled and concerted attacks upon our ally 
and good neighbor the Dominican Republic.” Enraged speci- 
fically by a New York Times report of an address which Porter 
had made in Puerto Rico in the presence of a “group of dissident, 
disjointed, and frustrated expatriates,” the Republican from Ten- 
nessee continued his harangue: *° 


® Appendix, p. 3496. 


® Appendix, pp. 4065-68. 
© Congressional Record, pp. 7834-35. 
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In the course of this meeting, this United States represen- 
tative is reported to have expressed sympathy with the 
revolutionary ambitions of this mob against the . . . gov- 
ernment of the Dominican Republic. Words are not within 
my grasp to express the sickening, appalling horror that I 
felt upon reading of such action by a member of this body. 
. . . The Dominican Republic has risen . . . to a position 
of material and spiritual well-being . . . almost unequalled 
outside our borders . . . [and has} supported our policies 
not only in the Western Hemisphere but throughout the 
world. 


On July 12, anticipating the introduction of Porter's amend- 
ments to the bill authorizing funds for foreign aid, Reece 
remarked that the Oregon Congressman was seeking to destroy 
not only the government of the Dominican Republic but the 
Batista regime in Cuba, the Somoza government in Nicaragua, 
and the Pérez Jiménez administration in Venezuela, and went 
on to declare emphatically that the United States had “received 
no mandate to remake the world” in its “own image’; on the 
contrary, he asserted that “we are duty bound to observe the 
sovereign integrity of native governments of every complexion 
{in Latin America}, no matter how repugnant they may seem 
to cur concept.” Moreover, Reece contended that the adoption 
of Porter's proposals would “have the effect of promoting in- 
stability in an area vital to the security of the United States,” 
for if the Communists should gain a “foothold in the Caribbean, 
our far-flung defense system would be of no avail.’ ™* 


Likewise in anticipation of the Oregon Congressman’s amend- 
ments, Representative Long not only read into the Record on 
July 17 the address delivered by Manuel de Moya at the Com- 
monwealth Club in San Francisco on April 5, 1957, in the 
course of which the Dominican diplomat suggested that Con- 
gressman Porter had allowed himself to become the dupe of a 


11 Ibid., pp. 10409-10. Meantime, Porter had visited Costa Rica, 
Colombia, and Panama as well as Puerto Rico and had published a col- 
laborative article on the subject of dictators in the June issue of Coronet. 
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Red conspiracy that had carefully planned “Operation Galindez”’ 
and “Operation Murphy.” The Louisiana Congressman inter- 
preted the address not as an effort to “‘smear” every reform group 
in Latin America but rather as a warning that the Dominican 
Republic was the victim of an attempt by Communists and their 
sympathizers to use this little republic as a “stepping stone” to 
impose upon the people of the United States “‘a brutal paganism” 
determined to liquidate ‘our individual liberties and ‘‘destroy 
our Christian faith.” ** 

Prominent among those who addressed the House on July 19 
in opposition to the Porter amendments were: Donald L. Jack- 
son and “Pat”’ Hillings of California; James G. Fulton and Daniel 
J. Flood of Pennsylvania; Victor Anfuso and Abraham Multer 
of New York; Barratt O’Hara of Illinois; and Clement Zablocki 
of Wisconsin.** Jackson, a Republican probably actuated in part 
by loyalty to the Eisenhower government, quoted some of the 
non-intervention provisions of the Charter of the Organization 
of the American States in refutation of Porter’s quotations from 
the same document committing the signatory powers to the 
democratic creed in all of its implications, and bluntly declared 
that no distinction should be made among the Latin-American 
countries for any reason whatsoever—a declaration that contra- 
dicted the action of both the chief executive and the Congress 
of the United States in granting special economic aid to Haiti, 
Guatemala, and Bolivia. Reviewing some unpleasant history of 
inter-American relations, Jackson said: 

If you will think back... you will recall that . . . we 
{once} undertook to police the Western Hemisphere to 
judge the merits of its political forms and of its political 
leaders. It has taken us decades to build up some measure 
of respect and understanding . . . as the result of our national 
conduct during that era. 


O’Hara, ardent Democrat and warm friend of Franklin D. 
Roosevelt and Harry Truman, stated his position with precise 


12 Appendix, pp. 5762-65. 


18 Consult Congressional Record (daily), pp. 11037-45 for this debate. 
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brevity: “I am fearful that if we set ourselves up as judges of 
our hemispheric neighbors . . . we might end up with the sin- 
cere trusting friendship of none.” Anfuso said he feared that 
the adoption of the Porter proposals would “‘sever’’ the United 
States “from friendly nations who had joined with us in the 
struggle against communism” and ‘“‘drive’’ the alleged dictatorial 
countries ‘‘into the arms of Soviet Russia.” Zablocki, Wisconsin 
Republican, asserted that the Dominican government had fought 
the Communists before the United States fully recognized the 
Soviet peril and declared that the ‘‘foreign policy of the United 
States should be a single-purpose one—to defend this nation, 
this hemisphere, and the world against communism.” Miulter, 
New York's very articulate Jewish representative of the Demo- 
cratic faith, referred to his recent visit to the Dominican Repub- 
lic, pointed out that Trujillo had bestowed his benevolence upon 
Jewish refugees, and accused the “gentleman from Oregon” of 
opposing anti-Communist dictators in Latin America and sup- 
porting Communist dictators in other parts of the world. Hill- 
ings, Republican friend of Vice-President Nixon, unwittingly 
contradicted Jackson’s assertion regarding non-discrimination 
among the Latin-American countries by dwelling at length on 
the progress achieved in Guatemala under the rule of Carlos Cas- 
tillo Armas, who had been especially favored by the United States 
with gifts aggregating $30 million during fiscal years 1956-57. 
Fighting his lone battle in the House, Representative Porter 
stressed three salient points: (1) The declared objective of the 
Organization of the American States is the promotion of genuine 
democracy and maximum personal freedoms in the Western 
Hemisphere; (2) the United States government, in granting mili- 
tary, economic and technical assistance to Latin-American gov- 
ernments, was already engaged in intervention in many instances 
in support of dictatorships and against opposing groups who 
were seeking to establish more democratic regimes; and (3) 
by discriminating against tyrants and in favor of the liberal 
forces the United States would be more likely to achieve its 
ultimate goals. 
Determined to drive his Democratic colleague from Oregon 
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into the depths of despair, Jackson addressed the House for an 
hour on August 1.’* Among his main arguments were the pledges 
against intervention which the United States had assumed in 
ratifying various earlier pacts as well as the charter of the inter- 
American organization, and two other contentions set forth in 
the following passages: 

Not too many years ago this nation expressed its sym- 
pathy for the aspirations of revolutionaries by the imposition 
of sanctions, [by] nonrecognition of regimes which we did 
not, as a people, approve, by armed might, and by other 
devices designed to bring down the tyrants and replace 
oppression by our own concepts of justice and equity. We 
proceeded on the assumption, since proven fallacious, that 
the other side of the coin marked “oppression” is democracy. 
The history of Latin America is replete with instances of 
revolutions against one-man rule which resulted, not in 
easing the plight of the people, but in the installation of 
another strong man and an equally repugnant dictatorship 
under another name. 

What is equally important is the historical fact that in our 
obsession with what we believed to be right and just, we 
made enemies instead of friends. Even those who ascended 
to power as the result of our intervention, political, eco- 
nomic, and military, were among the first to cry, “Yanks, 
go home,” and to reinvoke the specter of Yankee imperialism 


from the Straits of Magellan to the Rio Grande. 

Excepting the assertion that the United States government had 
favored revolutionaries, the speaker’s historical facts were essen- 
tially accurate. One of the mistakes of our early period of 
intervention was that of frowning upon revolutions without fully 
realizing that the peoples of Latin America were frequently 
deprived of the use of the democratic device of free elections, 
the only other means of determining policies and selecting per- 
sonnel. With respect to the inter-American charter’s dedication 
to democracy, freedom, and justice Congressman Jackson felt 


14 Ibid., pp. 12037-42. 
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obliged to make this concession: ‘‘It is true that the implementa- 
tion of these principles has, in a few instances, comprised only 
lip service.” He contended, however, that “even that slight rec- 
ognition implies that those who govern by strong-arm methods 
realize full well the tremendous reservoir of moral opinion in 
the Western Hemisphere represented by those lands and peoples 
who do practice what the charter lays upon each as a solemn 
obligation.” 

Jackson’s contention that successful revolt against “one-man 
rule” is apt to be followed in Latin America by the “installation 
of another strong man and an equally repugnant dictatorship 
under another name’”’ is not refuted by the history of the majority 
of the Latin-American nations. The historian who surveys these 
countries from the viewpoint of the welfare of the common people 
can hardly escape the conclusion that their leaders have not often 
governed in accord with the general welfare, but have rather 
been actuated by a trophy concept of administration, which in 
our own terminology corresponds with the maxim of “to the 
victor belongs the spoils.” By ridding themselves of dictators 
the majority of the nations merely gain in the most fortunate 
circumstances the opportunity of working in favor of democracy. 
More likely than not the overthrow of tyrants will result in an 
anarchy which produces new tyrants. 

Apparently not well versed in the history of the region, Porter 
scattered his ammunition over a front far too broad. If the 
agents of Trujillo could be proved guilty of two murders within 
the United States, that would be quite another matter, and some 
retaliation might be appropriate in the national interest. But 
the adoption of a general policy of promoting democracy in 
Latin America by employing sanctions against governments 
judged to be dictatorships would involve almost endless trouble 
and expense. For democracy seems to require tireless cultivation 
from generation to generation, with deep faith akin to that of - 
the magnanimous Jefferson in the potentialities of human nature. 

In replying to Jackson’s speech Porter merely reiterated his 
main thesis: *° 


5 Ihid., p. 12047. 
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Our present policies are based on the plainly false premise 
that the despotisms must be wooed because the United 
States needs them to help defend the hemisphere against 
overt attack by international communism. The best answer 
to communist subversion in Latin America is democracy and 
more democracy, freedom and more freedom, and enthusi- 
astic encouragement by the greatest nation in the world, 
greatest in power, in wealth, in government, and in solicitude 
for individual rights. 


Regarding the best answer to “communist subversion’ the 
Oregon Congressman may be theoretically sound. But the appli- 
cation of the theory, judged by the futility of the drastic inter- 
ventions of an earlier epoch, would be likely to result in more 
harm than good. It may be fairly assumed that neither Eisen- 
hower nor any of his predecessors have dealt harmoniously with 
despots because they approved this type of government but rather 
because they actually felt that they had no better alternative. 
Removal of obstacles to the growth of democracy is a slow proc- 
ess, demanding an abundance of patience and tact. Important 
among these obstacles—to repeat what has been said on numer- 
ous occasions by many thoughtful students of the problem—are: 
poverty, which fastens attention upon immediate practical con- 
siderations rather than democracy; illiteracy, which accompanies 
as well as perpetuates poverty; social immobility, which frustrates 
the more ambitious young intelectuals; and political behavior 
characterized by intolerance, repugnance to innovation, selfish- 
ness, extreme nationalism, and demagoguery. Such obstacles 
can be removed only by careful persuasion on the part of well- 
endowed diplomats, favored by time, good fortune, and other 
assets, some of them hard to identify. 

But Congressman Porter at least focused attention upon the 
dilemma which confronts public officials of this country in their 
efforts to promote democracy, liberty, security, and prosperity in 
a manner calculated to contribute to the political influence and 
welfare of the masses in the underdeveloped world and requiring 
an administrative staff almost global in its ramifications. The 
“outs” may shout against the programs of foreign aid and gladly 
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accept it when they at length become the “ins,” but their clamor 
seems likely to plant in the popular mind the seeds of hostility 
toward the United States; and even before the “outs” get pos- 
session of the reins of power they may compel the governments 
which they oppose to adopt the device of devious caution in 
respect to the foreign policy of fthe United States.* Progress 
in the direction of democracy and improvement of the welfare 
of the common people, in Latin America and elsewhere as well, 
may prove to be such a long and slow process that it will 
exhaust either the patience or the wealth of the people of the 
United States. 


The heavy costs and formidable difficulties of “reform” in 
Latin America are illustrated by Bolivia,” another Latin country 
which received some attention— though not enough — in the 
United States during the course of 1957. For more than a decade 


16 Latin Americans in control of the various governments in this region 
are usually, though sometimes not frankly, willing to accept aid in almost 
any form from the United States; but they pose as ardent champions of 
non-intervention, and while assuming that posture rarely hesitate in their 
campaigns against “colonialism” to demand intervention in the affairs of 
the colonial powers, without regard for the economic and political viabil- 
ity of the new nations which they seek to create or the costs which their 
support may entail. John A. Houston gives a satisfactory factual account 
of the attitude of Latin-American leaders on the issue of colonialism in 
his Latin America in the United Nations (New York, 1956). 

For evidence that the granting of assistance by the United States to 
the dictators of Latin America is resented in that region, consult the daily 
Congressional Record, July 15, 1957, pp. 10617-18, July 19, 1957, pp. 
11037-45, and August 1, 1957, pp. 1204752. This resentment is not 
confined to the oppositions in the despotic nations; it includes some indi- 
viduals both in power and out of power in the more democratic countries. 

17 This summary of the recent history of Bolivia and its relations with 
the United States is based mainly upon the hearings of congressional com- 
mittees on the ‘‘Mutual-Aid” programs and upon the following non-ofh- 
cial sources: annual surveys, 1941-1944, edited by Arthur P. Whitaker 
under the title of Inter-American Affairs (New York, 1942-45); The 
Inter-American, 1942-1946, a monthly magazine published in Washing- 
ton, D. C. and New York; and Hispanic American Report, a monthly 
survey edited by Ronald Hilton and distributed from the campus of Stan- 
ford University. 

The belief that Paz Estenssoro and the army clique that supported him 
in the 1940's were pro-Nazi was almost universal. 
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Wo 


the United States government had been trying to foster the 
economic and political progress of this small nation, a country 
inhabited by some three and a half million Caucasians, Indians, 
and mestizos. Accumulated costs in grants and cheap loans had 
amounted to between $115 and $225 million (depending upon 
the exclusion or inclusion of sums paid out for unneeded metals 
purchased for stockpiling); and still Bolivia was probably in a 
worse state in 1957 than in 1942 or 1945. 


Nazi influence in Bolivia during World War II had caused 
uneasiness in Washington and led to grants and Exim Bank 
loans amounting to approximately $35 million. An alleged Nazi 
plot against the Bolivian government had provoked the declara- 
tion of a state of siege in July, 1941, that lasted for several 
months and caused the arrest of numerous conspirators, including 
Victor Paz Estenssoro, the leader of a new politcial faction called 
the Movimiento Nacional Revolutionario (MNR). Released from 
prison after a few days, Paz Estenssero resumed his efforts to 
seize the Bolivian government. Collecting funds and arms from 
the German Nazis and their sympathizers in Argentina, he and 
the members of the MNR, aided by a secret organization of young 
army officers, finally deposed the Enrique Pefiaranda government 
of Bolivia on December 20, 1943, and hoisted Major Gualberto 
Villarroel into the Presidential Palace; whereupon the govern- 
ment of the United States, in full agreement with all the Latin- 
American governments save the somewhat pro-Nazi dictatorship 
in Buenos Aires, refused to extend recognition to the MNR 
administration until it complied with certain demands, among 
which was the dismissal of its pro-Nazi members. However, 
shortly after recognition was granted to the Villarroel regime by 
the foreign offices of the Pan American nations, the alleged pro- 
Nazis returned to their posts—Paz Estenssero even advancing 
to the office of Minister of Foreign Affairs, a position which he 
continued to occupy until the Villarroel government was driven 
from power on July 21, 1946. 

The revolt which put an end to the rule of Villarroel (and 
hung his bullet-riddled body on a lamppost with an army boot 
stuck under his arm) seems to have been a popular uprising, a 
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violent protest of a hungry people against the deprivation and 
oppression inflicted upon them by the MNR and the army officers 
associated with that faction. Hunger and tyranny were nothing 
new in Bolivia, but the tyranny of 1944-46 was one of the worst 
that Bolivians had experienced since independence. Paz Estens- 
sero managed, however, to escape from the anger of the La Paz 
populace and flee to Argentina, where he remained—except for 
brief intervals in Uruguay—in close association with Dictator 
Juan D. Perdén until the MNR, in combination with Communists 
and other Marxists groups, deposed the Bolivian military gov- 
ernment headed by General Hugo Ballivian on April 9, 1952. 


Worried in the 1940’s by the pro-Nazi elements associated 
with Villarroel, United States officials now became uneasy about 
the activities of extremists of a different type in the administra- 
tion of Paz Estenssero. But just as the State Department under 
Franklin D. Roosevelt had gambled that Villarroel could be held 
in line by Lend-Lease and other aid, so the State Department 
under Dwight D. Eisenhower, advised by the President’s brother 
and a member of the diplomatic service,** accepted the “calculated 
risk” of supporting the Victor Paz Estenssoro administration in 
the hope of preventing Communist and Marxist subversion.’ 


18 Dr. Milton Eisenhower, who was sent by his brother as a special 
ambassador to Latin America in June-July, 1953, is said to have recom- 
mended that special aid be granted to the Paz Estenssero government. 
Dr. Eisenhower was honored in April, 1956, by the cross of the National 
Order of the Andes, conferred upon him by Victor Andrade, Bolivian 
Ambassador in the United States, for whom Dr. Eisenhower seems to 
have arranged speaking engagements in this country. Further evidence 
of their mutual cordiality appeared in an interview with Andrade pub- 
lished by the editors of Vzséén in that magazine, September 27, 1957. 
Assistance to the Paz Estenssero regime was also urged by Edward J. 
Sparks, ambassador of the United States in La Paz, who sems to have been 
deeply impressed by the program of the MNR. 

19 In July, 1954, Assistant Secretary of State Henry Holland said: “The 
Bolivian government now in power accepted Communist collaboration 
when it seized power in April 1952.” (Senate Committee on Appropria- 
tions 83 Cong., 2 Sess., Hearings: ““Mutual Security Appropriations for 
1955,” p. 248). In June, 1957, the International Cooperation Adminis- 
tration submitted the following statement to the House Committee on 
Foreign Affairs: ““There was a basic social, political, and economic Boliv- 
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The United States thus engaged in a Bolivia gamble twice within 
a decade. 

But the second gamble not only proved far more more expen- 
sive than the first by the end of 1957; it seemed destined to prove 
still more expensive to the taxpayers of the United States in years 
to come. In fact, it was not yet certain at the close of 1957 
that the United States would win the stakes in its second bet, 
no matter how great the ultimate cost, unless the Washingon 
government should decide to risk still more drastic intervention 
in Bolivian internal affairs. 

Hundreds of Bolivians forced into exile were protesting against 
the Bolivian policy of the Eisenhower administration.” Both 
the politics and the economy of Bolivia were completely upset 
by the expropriation of the major mining properties, by the arm- 
ing of the industrial workers and the peasants, and by the seizure 
of the estates of the Bolivian landlords; and it appeared that 
economic collapse and grave political disorder could be prevented 
only by the continuation of economic and technical assistance 
by the United States for a period of decades and by the most 
astute sort of propaganda on the part of its Internation Infor- 
mation Agency. Marxists of both the stalinist and the trotskite 
variety were numerous, persistent, and influential. Much of the 
financial aid would probably have to be expended on the sup- 
pression of revolts and conspiracies or would be wasted in graft,” 


ian upheaval in 1952... . A new revolutionary coalition came to power 


in a country which had been badly disorganized by that upheaval. The 
coalition consisted of both moderate and extremist forces, the former. . . 
initially in the ascendant . . . Communists and fellow travelers were in 
evidence both in and out of the government . . . If the moderate forces 
had not been able to prevent economic deterioration, they would have 
lasted about as long as the Kerensky regime in Russia in 1917. United 
States aid helped . . . the moderates to stay at the head of the govern- 
ment .. .”” (House Committee on Foreign Affairs, 85 Cong., 1 Sess., 
Hearings: ‘Mutual Security Act of 1957,” p. 612). 

20 One of my brief cases is filled with copies of these protests, all of 
which declare in effect that this Marxist government would long since have 
been driven from power if the United States had not supported it. 

21 The Paz Estenssero government confronted at least six revolts and 
twice as many conspiracies during its first two years in power; the Her- 
nan Siles Zuazo administration which succeeded Paz Estenssero’s in Au- 
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inefficiency, and imprudence. Moreover, if the debts owed by 
the bankrupt La Paz government to foreign bondholders and 
the dispossessed owners of Bolivian mines and agricultural lands 
were ever to be paid off, citizens of the United States would 
most likely have to foot the bills. The redemption of this single 
small country in accord with the “reform” program of even the 
most moderate leaders of the MNR promised to become both 
a very expensive and a very risky operation, involving a form 
of intervention apt to cause resentment on the part of many 
Bolivians as a ‘‘captive’’ country “‘at the mercy of Yankee busi- 
ness enterprises.” ** 


How many more operations of this sort, scattered over Latin 
America from Argentina and Colombia to Guatemala and Haiti 


gust, 1956, has enjoyed only a little more tranquillity. Much of the food 
sent as a gift to the Bolivian people through the Paz Estenssero govern- 
ment found its way into the hands of speculators who smuggled it out 
of the country at handsome profits for themselves. (Senators Mike Mans- 
field and Bourke Hickenlooper, ‘Report on the Technical Cooperation 
Program in Peru, Bolivia, and Ecuador,” pp. 8-9. This report was printed 
in March, 1957). 

22 See Hanson’s Latin American Letter, No. 656, Oct. 12, 1957. Bo- 
livia’s ‘‘reform’’ administrations have agreed to resume services on 
Bolivia’s dollar bonds long in default and have granted to corporations 
of the United States important mining and petroleum concessions. Sena- 
tor Theodore F. Green has already begun to exert pressure in favor of 
adequate and more prompt compensation to the large mining companies 
whose properties were “‘nationalized.”” They should be compensated, of 
course, but taxpayers of the United States are likely to pay the costs 
indirectly through grants to Bolivia. The original and fundamental mis- 
take was the seizure of these mining properties at a time when the Boliv- 
ian government lacked the will and the capacity to operate them efficiently 
and profitably. The bonds issued to the landlords in return for the 
lands that have been seized are apt to remain worthless unless the people 
of the United States spend millions in the effort to improve the farming 
methods of the former tenants who have now become landowners. Henry 
Holland, attorney for oil companies and Assistant Secretary of State for 
Inter-American Affairs during 1953-56, is under suspicion in some quar- 
ters and may be subject to investigation of a Senate committee in the 
near future in order to determine whether he has made improper use of 
his official influence in Bolivia. To deny the possibility of improprieties 
and abuses of this sort in connection with the Foreign-Aid Programs 
would require immense confidence in the integrity of homo sapiens. 
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and over Eastern Europe, Africa, and Asia from Yugoslavia and 
Greece to Turkey, Iran, Libya, Pakistan, India, Thailand, Laos, 
and Cambodia, could the United States undertake without serious 
economic injury to itself and severe damage to its reputation and 
influence? Surely the time would soon arrive for a more careful 
forecast of the costs and political liabilities of this global pro- 
gram, for a more prudent calculation in the national interest of 
its numerous “calculated risks.” 








American Economic Failures in 


Argentina During the 1880's 
By Robert D. Ilisevich* 


Characteristic of the relations between the United States and 
Argentina in the twentieth century has been the antipathy of 
many Argentine leaders toward their North American neighbors. 
Much of this sentiment is of nineteenth-century origin, for it was 
then that antagonisms started to develop between the two repub- 
lics. While some of these differences dealt with political matters, 
the majority of them revolved around economic issues. The 
decade of the 1880's was notable because it represented a period 
when manifestations of these economic differences foreshadowed 
future rivalry between the two countries. 

The year 1880 was a significant one in Argentine history. A 
strong central government was established under Julio Roca, and 
in the following year Buenos Aires was declared the federal 
capital. The decade also inaugurated a new economic era. Dur- 
ing the following years the country went through an unprec- 
edented boom period of internal development. The length of 
railroads doubled, the value of land multiplied, and the export 
of many agricultural products increased. Political stability and 
the cessation of internal strife were the leading factors in this 
economic renaissance. Despite this national order the revolution 
in Argentine economy could hardly have occurred without the 
intervention of foreign nations, including the United States. Their 
capital and technical know-how proved indispensable. 

In general the decade was one of political friendship between 
the United States and Argentina. This cordial spirit largely could 


* Member of the History Department, University of Pittsburgh. 
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be attributed to the influence of Domingo F. Sarmiento, who 
served as President from 1868 to 1874. While visiting the United 
States, the educator and political leader had warmed himself to 
the country by embracing its educational and democratic systems 
Other Argentines also extolled American institutions and sought 
to parallel their country’s development to that which had char- 
acterized the taming of the trans-Mississippi frontier. This sen- 
timental alliance between the two peoples was not all. In 
diplomacy the United States government offered its services of 
mediation to help settle several of Argentina’s international dis- 
putes. In December 1883, for example, the Argentine government 
expressed its appreciation of American intervention in helping 
to settle the boundary dispute between Argentina and Chile.’ 


Strong political bonds between two countries generally tend 
to strengthen their economic cooperation. This was not exactly 
the case with the United States and Argentina during the 1880's. 
Although American interests tried in various ways to promote 
and foster the development of Argentine economy, their influence 
proved secondary to that of other major powers. Many factors 
were responsible for this situation. Before examining them, 
perhaps it would be best to see what steps the United States 
did take to promote better economic relations. 


The United States participated in the Continental Exhibition 
which commenced in Buenos Aires on March 15, 1882. Spon- 
sored and organized by the Club Industrial of the city, the affair 
was the first of its kind in South America. With the exception 
of Peru and Bolivia, every nation on the continent was repre- 
sented. President Roca expressed an ardent desire to the Amer- 
ican Minister to Buenos Aires, Thomas Osborn, that the next 
exhibition would include all the nations of the world.? Nearly 


1The American Minister to Buenos Aires, Thomas Osborn, was offered 
a beautiful gold and silver shield as a token of Argentina’s warmest appre- 
ciation. For further details on this incident, see letters of December 19, 
20, 1883, in Dispatches from United States Ministers to Argentina (Here- 
after cited as ‘‘Dispatches”). These microfilmed documents are located 
in the library of the University of Pittsburgh, Pittsburgh, Pennsylvania. 
2 Ibid., March 16, 1887. 
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10,000 people gathered to get a look at the many fine exhibits, 
some of which were viewed curiously for the first time. While 
most of the Latin American countries displayed agricultural 
products, the United States and Great Britain unveiled some 
of the latest improvements in machinery and farm equipment. 
The Argentine government expressed its appreciation for the 
many fine exhibits. Addressing a distinguished group ex-presi- 
dent Nicolas Avellaneda commented that the exhibition would 
serve as an impulse to further progress in Argentina.° 


The same technical skills which had transformed American so- 
ciety from an agricultural to an industrial one now helped spark 
the economic revolution in Argentina. Scientists, teachers, and 
businessmen from the United States contributed their services to 
the development and expansion programs of Roca and his suc- 
cessor, Juarez Celman. Innumerable manufactured items, products 
of American ingenuity, also appeared on the scene. These contri- 
butions were not only in the fields of commerce, industry, and 
agriculture, but in science as well. The new observatory at Cor- 
doba, for example, contained many instruments which had been 
manufactured in the United States.* The introduction of Thomas 
Edison’s electric light was probably the most important American 
contribution in technology made at this time. The General 
Council and citizens of Buenos Aires praised the American Charles 
V. Boisot, who illuminated the city’s Colon Theater with many 
electric arc-lamps.° 

In addition to professional assistance the United States gave 
some evidence of improving economic relations through govern- 
mental action. On July 7, 1884, the American Congress approved 
the sending of a good-will mission to secure “more intimate 
international and commercial relations” with the Latin American 
countries.” In its report the three-man commission expressed 
the need for economic cooperation with Argentina. Although 
many of that country’s leaders were pleased with the aims of 


3 [bid. 

4 [bid., December 27, 1887. 

5 Ibid., May 3, 1888. 

° Congressional Record, 48 Cong., 1 Sess., 6169. 
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the Americans, the work of the mission was strongly criticized 
by some of the foreign interests in Buenos Aires. A British edi- 
torial remarked that the real purpose of the American group was 
to exchange “moral assurances of good will” for more tariffs 
against Argentine agricultural products.’ 

The assistance by the United States in harbor improvements 
around Buenos Aires showed another way in which American- 
Argentine economic relations were improved. The question of 
a deep-water port and proper sewage disposal from the city had 
been a constant source of embarrassment for Argentine officials. 
Precious time and untold sums of money had been wasted by all 
countries conducting business in the La Plata district. Late in 
the decade the United States took the lead through the “Wheeler 
Plan” for a general improvement of the harbor and sewage 
systems. Needless to say the Argentine authorities welcomed 
and supported the American plan.* 

Economic relations between the United States and Argentina 
reached a new plateau during the closing years of the decade. 
At that time James G. Blaine introduced and promoted a plan 
calling for an inter-American conference to discuss possible ways 
of strengthening economic and political ties between the United 
States and her Southern neighbors. Pan-Americanism was begin- 
ning to find advocates throughout the hemisphere. In late 1888 
President Celman assented to Blaine’s proposal and agreed to 
send delegates to the conference, which was scheduled to convene 
in Washington in October 1889.° Celman and his associates 
were confident that some mutual understanding on economic 
matters could be achieved among the represented nations, and 
especially between Argentina and the United States. 

While many Americans were trying during this period to nour- 
ish good economic relations, intervening factors were producing 
an undesired effect. In reality most of these detrimental forces 
were results of indifference and mismanagement of affairs by 
responsible American political and business leaders. Commercial 


7 Dispatches, July 1, 1887. 
8 Ibid., March 19, 1889. 
9 Ibid., October 15, 1888. 
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interests and the government in Washington must share the blame 
for the lowering of American economic prestige in Argentina. 
A survey of the opposing influences perhaps might help to explain 
why advocates of Pan Americanism found their position a bit 
precarious during the closing decades of the nineteenth century. 


The expansion of Argentine economy started to transform her 
into a competitor of the United States. Revolutionary changes 
in agriculture had reconstituted the entire basic structure of the 
economic system. Farm products were now becoming noticeable 
in the world market. In 1887 the American Minister to Buenos 
Aires admonished his superiors that Argentina would soon become 
a leading rival of the United States in agricultural production.” 
Beef and wool were two principal products over which American- 
Argentine differences developed. 

Argentine beef worried many Americans. They feared that 
their monopoly in the British meat market would be threatened 
by Argentina. By 1880 the miracle of refrigeration already had 
made it possible to ship frozen meat across the Atlantic to buyers 
in Great Britain and on the European continent. Argentine pro- 
ducers were at a disadvantage because they had to ship their 
meat through a warmer climatic belt and over a greater distance 
than did their American counterparts. The British therefore were 
prone to look upon the American meat as being of better quality 
than that imported from the Latin American republic. By im- 
proving their processes of refrigeration and the quality of their 
cattle, however, Argentines were soon able to work their way 
into the British market.” 

American and Argentine wool producers also had their diff- 
erences. For many years the wool issue had constituted a focal 
point of controversy between the two countries. The Republican 
Party, with its program embodying a high protective tariff, had 
dominated national politics since the election of Abraham Lin- 
coln in 1860. During these years of Republican supremacy, the 


10 [bid., December 24, 1887. 

11 For a scholarly analysis of the competition between the United States 
and Argentina over the export of beef, see Simon Hanson, Argentine 
Meat and the British Market (Stanford University Press, 1938). 
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tariff duties soared to new heights. The high protective policy 
naturally impeded the import of Argentine wool into the United 
States. Not overlooking its consequences the Republican position 
was quite understandable. A great deal of support for the party 
came from the Western states, where the clamor for protection 
of agricultural products had been heard as early as the 1820's. 
It was not surprising, therefore, that Republican administrations 
endorsed legislation designed to protect American wool pro- 
ducers from foreign competition. Representative William Mc- 
Kinley, later to become President, set the tone for the party’s 
tariff program when he asserted before the House of Represen- 
tatives that the wool grower did not want woolen goods to come 
into the country ‘‘free of duty.” 

Argentine wool producers, officials, and editors were generally 
united in their condemnation of the Republican protection pro- 
gram. In a letter to his government, the Argentine Minister to 
Washington rebuked the Republicans for their determination to 
keep wool off the free list. He protested that their selfishness 
makes them oblivious to Argentine trade and interests. ‘“The 
Republicans want our consuming powers,” he continued, “‘but 
will not budget an inch to make reciprocal concessions.” ** It 
was little wonder that most Argentines became joyous over the 
prospects of tariff reduction under the Democratic President, 
Grover Cleveland, when he assumed office in 1885." 


Fearing a break in the good relations with Argentina over the 
delicate wool question, many Americans advocated an appreciative 
reduction of the tariff. Samuel Moulton of Illinois told his asso- 
ciates in the House of Representatives that the high duties on 
wool were indefensible. Amid cries of Republican protest, the 
Congressman added that the tariff was actually hurting the Amer- 
ican wool producers. He argued that by eliminating the import 
of foreign wool into the country the price of the product was 


12 Congressional Record, 48 Cong., 1 Sess., Appendix, 134. 

18 Quoted in Dispatches, July 31, 1888. 

14 [bid., January 12, 1888. For Cleveland’s comments on the tariff, 
see James Richardson, comp., A Compilation of the Messages and Papers 
of the Presidents (Washington, 1900), VIII, 341, 580. 
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constantly being reduced.” The American Minister to Buenos 
Aires, who perhaps more than anyone realized the crisis over 
the wool issue, also recommended an immediate revision of the 
tariff. He maintained there was no need for American discrimi- 
nation against Argentine wool, especially since the United States 
Treasury was “overflowing with millions.” *° 

While most Republicans shunned any suggestion for a reduced 
tariff, Argentina made a conscientious effort to alleviate the dis- 
tress over the wool issue. On November 18, 1887, duty rates 
on most products were revised in hopes that the United States 
would reciprocate by remodeling its tariff program.’* An influ- 
ential organization representing the commercial men in Argentina, 
called the “Commercial Exchange of the Elements of September,” 
was also established to promote the trade of wool for the benefit 
of both countries. They devised a plan whereby Americans could 
import Argentine wool, manufacture the fabrics and sell them 
to Argentine buyers. In this way both countries could prosper. 
To implement their scheme, these businessmen forwarded various 
samples of wool to the United States to be examined by the 
President and by manufacturers who might be interested in 
processing them.** 

In addition to the wool question, foreign competition also 
proved detrimental to the economic position of the United States 
in Argentina. Every major European nation had its commercial 
interests represented in the South American republic. These 
groups took advantage of every possible opportunity to strengthen 
their positions, often at the expense of the Americans. Under- 
bidding and unfair practices often characterized many of the 
business transactions conducted in the Buenos Aires area. British 
and German interests were perhaps the most troublesome for 
Americans during the 1880's. 

British investors found Argentina an outlet for their capital. 
They received many favorable contracts for the construction of 


15 Congressional Record, 48 Cong., 1 Sess., Appendix, 112. 


16 Dispatches, November 18, 1887. 
17 [bid. 
18 Tbid., August 20, 1888. 
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steamers, railways, and other means of transportation necessary 
in the economic growth of the country. Virtually all of the 
capital invested in railroads during this period came from Eng- 
land.**® In many instances the British cleverly capitalized upon 
American hesitancy and indifference to win commercial agree- 
ments. In March 1887, for example, the Argentine Congress 
awarded a contract to Robert Houston, representing British 
capital, for the construction and operation of two lines of ocean 
steamers between Argentina and the countries of Northeastern 
Europe. These ships would have sufficient refrigeration capacity 
to carry 3000 sheep or their equivalent.*” Earlier that year the 
Argentine government had sought to subsidize an American line 
for the same purpose, but when certain objections and delays 
ensued, the British seized the opportunity and received the con- 
cession.”* British capitalistic interests continued to compete with 
those of the United States during the following decades. 

Much of the economic spotlight in Argentina was focused 
upon German interests. The tenacles of Otto von Bismarck’s 
new empire embraced the commercial world in direct challenge 
to other imperialistic nations. The evolution of German foreign 
policy obviously annoyed the British, French, and American gov- 
ernments. In Argentina the picture of German penetration 
appeared quite clear. Although with much less capital, the Ger- 
mans transacted far more business than either the British or 
Americans.” A principal reason for this development was the 
tendency of the Germans to act on volition according to current 
emergencies and opportunities. In contrast the British and Amer- 
ican enterprises were conducted with caution and conservatism. 

Throughout the Western Hemisphere German commercialism 
clashed with that of the United States. In Congress some legis- 
lators warned their colleagues that the rising wave of German 
imports would in due time present a formidable challenge to 


19 John H. Williams, Argentine International Trade Under Inconvert- 
ible Paper Money, 1880-1900 (Harvard University Press, 1920), 85. 

20 Dispatches, March 20, 1887. 

21 [bid. 

22 Ibid., November 28, 1887. 
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American industries. They spearheaded a movement to pass dis- 
criminatory legislation against these products. The German- 
American economic struggle was reflected in Argentina, where 
the two industrial powers were competing for the manufacture 
of railroad supplies, including engines and passenger, sleeping 
and freight cars. The Germans were able to receive many Argen- 
tine contracts by undercutting the standard costs. In 1887, for 
example, a German concern snubbed an American corporation 
by agreeing to a contract which called for the manufacture of 
150 freight cars at a fantastically low cost.** The Americans, as 
well as the British, naturally deplored this type of cut-throat 
competition. They asserted that the Germans were purposely 
operating at a loss to receive contracts and were manufacturing 
products which were of inferior quality. Wéith this sort of situa- 
tion existing, the United States Minister in the Argentine capital 
commented that American interests stood little chance of suc- 
cessfully operating.”* 

Anti-American propaganda aided in undermining the prestige 
of the United States in Argentina. European powers were always 
ready to exaggerate the importance of any questionable action 
committed by the “Colossus of the North.” The British espe- 
cially tried different ways to belittle and ridicule American efforts 
to promote good economic relations with Latin American coun- 
tries. It must be remembered that the 1880's constituted another 
period in which there existed a noted degree of diplomatic unrest 
between the London and Washington governments. The com- 
plicated fisheries dispute among the Americans, British, and 
Canadians partly characterized this tension. British newspapers 
in Argentina were somewhat critical of the American mission 
sent to South America in 1884. Humorous editorials suggested 
that the Americans would only conclude trade agreements that 
would benefit the United States at the cost of the Argentines.”® 

Several indirect factors also helped to weaken the American 
economic position. Perhaps the two principal ones were the 


°3 [bid., February 5, 1887. 
24 Tbid. 
25 Quoted in sbid., January 12, 1888. 
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problems relative to education and immigration. The clash be- 
tween Church and State over the employment of Protestant 
teachers, most of whom were Americans, produced a wave of 
anti-American feeling among a good segment of the Argentine 
populace. This hostile public opinion obviously did not serve 
American commercialism in the country. The situation grew 
worse when President Roca defended the Protestant teachers 
against the wishes of the Acting Bishop at Cordoba, Dr. Geron- 
imo Clara.” 

The immigration issue disturbed those who sought ways to 
improve economic relations between the United States and Argen- 
tina. The influx of immigrants into the South American republic 
had increased rapidly during the 1880's.” While most of these 
new arrivals were Europeans, a good number of them had emi- 
grated from the United States. The American system of immi- 
gration was criticized because it lacked effective controls. People 
from every part of the United States poured into Argentina on 
the presupposition that the country represented some sort of 
Southern Utopia. This attitude largely resulted from an article 
published in the Harper's Weekly of November, 1887. The 
author, Wililam Curtis, had spent only several days in Argentina, 
but proceeded to paint a beautiful picture of the country. His 
description, unfortunately, was based upon “mis-apprehensions, 
mistakes, and exaggerations.” ** Gullible Americans, however, 
decided to abandon their homes for this young, developing, but 
not altogether beautiful country. Needless to say they discovered 
upon their arrival that Argentina was not exactly the way Curtis 
had described it. Many could not find jobs, while still others 
could not find decent housing facilities. When their enthusiasm 
and funds were both expended, they descended upon the various 


26 Ibid., June 18, 1884. Clara had issued a pastoral letter prohibiting 
parents to send their children to schools where Protestant teachers were 
employed. Roca declared the edict null and void and ordered Clara’s 
dismissal. The Bishop, however, refused to resign. 

7 For immigration figures, see Ernesto Tornquist, The Economic De- 
velopment of the Argentine Republic in the Last Fifty Years (Buenos 
Aires, 1919), 15. 

*8 Dispatches, January 11, 1888. 
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legations in Buenos Aires to seek means of returning to the United 
States. This deplorable situation soon made all Americans in 
Argentina subjects of scorn and ridicule. The immigration prob- 
lem became further complicated when rumors spread throughout 
the city that several organizations in the United States were con- 
tributing funds to sponsor the settlement of a colony in Argentina 
composed of Negroes from the United States.*° 

Notwithstanding these educational and immigration problems, 
most American interests in Argentina had only themselves to 
blame for their failures. It was undoubtedly true they oftentimes 
had to deal with unscrupulous competitors whose success allegedly 
depended upon transactions colored with intrigue. The Ger- 
mans, for example, were often accused of copying or stealing 
American and British plans and designs.*” Even admitting that 
such shady deals were conducted, the fact remained that the 
American businessman and his government did not approach 
the matter of economic competition with any apparent vigor and 
enthusiasm. This lackadaisical attitude reacted unfavorably upon 
the economic relations between the two countries. While Euro- 
pean powers sought new ways to increase trade relations with 
the South American republic, American firms assumed a passive 
role as they awaited more favorable contracts. When the Argen- 
tine government sought means to better communications with 
the United States, the Americans hesitated until the plan was 
abandoned. The Minister to Buenos Aires was quite aware of 
his country’s commercial indifference. He asserted that American 
ships were hardly known in Argentine waters, and added that the 
government in Washington “stands off and does nothing” about 
the alleged immoral practices conducted by European competitors. 
He feared this American economic indifference would eventually 
lower her to a secondary position in Argentina.” 

The revolt against President Celman in 1889 added to Amer- 
ican economic problems. Along with other foreign powers, the 
United States had to bear some of the responsibility for the 


29 Ibid., July 26, 1888. 
30 Tbid., February 5, 1887. 
31 [bid., January 25, 1888. 
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general economic and political chaos which swept the country. 
Celman’s administration had been unable to cope successfully 
with a situation which was characterized by graft and incompe- 
tence, riotous government spending, speculation and inflation. 
The obvious failure of the United States to help stabilize Argen- 
tina’s economy prompted many Argentines to feel their country’s 
interests had not been protected from international imperialists 
by the United States. In this assumption they were undoubtedly 
correct. Neither the United States government nor the American 
interests in Argentina went out of their way to foster the healthy 
growth of Argentine economy. Many Argentines felt that the 
United States, as the recognized protector of the hemisphere, 
should have adopted a more positive policy toward the develop- 
ment of Argentina. The casual approach merely tended to make 
the functions of Pan Americanism in subsequent years difficult. 
It naturally follows that the relations between the United States 
and Argentina during the twentieth cenury have been periodically 
strained. Certainly the part of Argentine nationalism which con- 
stantly belittles American prestige in the western hemisphere 
can be logically traced back to American economic failures in 
Argentina during the 1880's. 
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The Pan American Union’s Slant 


on Foreign Investment 


By Virgil Salera* 


Inaccurate and mischievous writing in the field of private for- 
eign investment is not uncommon?’ and thus perhaps not even 
worthy of special note. It is disturbing, however, to encounter 
instances in which such writings originate with an international 
agency that is heavily U.S.-financed * and which has (nominal) 
American management in the relevant department. We have 
witnessed the publication of such writings in the past, which is 
bad enough; it is a matter of even greater concern to contemplate 
a continued flow of U. S.-taxpayer-subsidized “research” of this 
kind, dealing as it does with Latin America, in the face of excel- 
lent and unrivaled factual and descriptive analysis on the very 
subject of U.S. investments. in Latin America that has been 
published by the U.S. Department of Commerce.’ 


The minimum requirements in this area as in others are vig- 


* The American University. 

1 For an extreme example, see Pablo Gonzales Casanova, La Ideologia 
Norteamericana sobre Inversiones Extranjeras, Mexico, 1955; and my 
summary critique of the book in ‘American Foreign Investment as Seen 
Through Tinted Glasses,”” Inter-American Economic Affairs, Spring, 1956. 

? Although not widely known, the Pan American Union, a 21-govern- 
ment agency, is financed to the extent of almost 70 per cent by the U. S. 
taxpayer. Speaking of the Union, writings of the kind here being dis- 
cussed are of course only symptoms of fairly deep-seated troubles which 
are rapidly coming to a head in the intergovernmental approach to eco- 
nomic policy formulation in the Hemisphere. But this is a subject which 
would take us far afield. 


® No finer regional study in this field has appeared than that of Messrs. 
Samuel Pizer and Frederick Cutler, “The Role of U.S. Investments in the 
Latin American Economy,” Survey of Current Business, January, 1957. 
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ilance and the effective exposure of false and grossly misleading 
ideas and ‘‘factual’”’ material. Needless to add, independent Amer- 
ican analysts must bear the brunt of the work. That they have 
tasks cut out for them is clearly indicated by the succession of 
attacks on private foreign investment which seem to be part 
and parcel of the strategy of extracting scarce American resources 
on gift or quasi-loan terms, all in the name of the admittedly 
worthy cause called “development.” This is not the place to 
spell out the details concerning this attack; suffice it to say, how- 
ever, that the aim of several international agencies, or at least 
of some well-entrenched staff people in them, appears to be to 
put out “research” part of which is unadulterated propaganda. 
This review article proposes to examine a sample case of what 
we are up against by focusing on the latest Pan American Union 
publication dealing with U.S. investment in Latin America.’ 
The examination is made in the interest of developing a deeper 
understanding of the reciprocal benefits and responsibilities of 
international investment. 

This publication, which we shall label the Pan American Union 
document, covers recent developments in foreign (i.e., U.S.) 
investments in Latin America under five headings: the data on 
investments themselves; U.S. taxation of income from investments 
in Latin America; foreign investment guaranties; the International 
Finance Corporation; and the U.S. Development Loan Fund. 

The section on the data deals with U.S. private investments 
south of the Rio Grande in terms of the size of the investments, 
their distribution by geographic areas and industrial character- 
istics, and the return on such investments. 

Statements with respect to size suffer from a common fault 
of special pleading—the systematic omission of significant mate- 
rial. Concretely, the reader is not warned that the data refer 


*"Foreign Investments: Recent Developments and Proposals for an 
Inter-American Financial Institution,” Document 6, July 1957, Wash- 
ington. This document, also presented in Spanish, was prepared for the 
(not very successful) inter-American economic conference recently held 
in Buenos Aires. The financial institution referred to in the title of this 
document, the very unsatisfactory, Chilean-drafted proposal for an Inter- 
American Development Bank, will not be dealt with in this paper. 
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only to book values, so that the audience remains unaware of 
the fact that the figures markedly understate true values. Book 
values, of course, reflect the accounting record in terms of orig- 
inal cost. If the world were characterized by secular price sta- 
bility, book values would be unobjectionable for all practical 
purposes. Of course, all the world knows what has happened 
to prices, so that book and true economic values are almost as 
different as chalk from cheese. In fact, there are many impor- 
tant American investments in Latin America whose replacement 
would cost more than twice recorded book values. This is not 
to say that the valuation of the investments must be in terms of 
market values. Rather, as stated above, the reader should have 
been helped to see the issues in perspective by having been told 
(1) that the figures used seriously understate true values and (2) 
that the Department of Commerce itself, in comparing book and 
market values of those companies for which both figures are 
readily available, has gone so far as to state that ‘the market 
value of direct investments could well be more than double their 
book value.” ® 


The original cost basis of the understated values is important 
in another respect. As is well known, depreciation allowances 
conventionally determined generally do not suffice to permit main- 
tenance in periods of inflation. Current returns on the invest- 
ments in question consequently are overstated or in other words, 
some part of reported net earnings is in fact hidden cost. I return 
to these matters and their significance at a later point. 


Consider next what is said about the uneveness in the geo- 
graphic distribution of American investments in Latin America. 
The Pan American Union document describes this matter in lan- 
guage which strongly suggests that the situation is one to be 
deplored. Again, however, the document fails to include relevant 
points that could have been covered in a few sentences. Our 
investments are “concentrated” ** in just two countries—Brazil 


° Survey of Current Business, August 1956, p. 15. Interestingly, the 
author of the Pan American Union document used data from this issue 
of the Survey but apparently chose not to have the text of his own story 
reflect textual statements in the Survey. 
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and Venezuela. But no hint is given as to why, apart from a 
commonplace remark about oil in the last-mentioned country. 
Why was there no mention of elements that bulk large in the 
“climate” of foreign investment, especially the relatively favor- 
able conditions under which earnings may be remitted to the 
home office. The fact is that there are great variations in the 
climate of foreign investment in Latin America. But one would 
not know it if he were to get his “facts” only from the source 
under review. 

We are told that the industrial distribution, more or less as 
is reported with respect to the geography of investment, also 
leaves much to be desired. Or at any rate this is the strong 
impression which is imparted by statements in the Pan American 
Union document. In particular, it is said that manufacturing 
investments, apparently the most prized, “benefit almost exclu- 
sively Argentina, Brazil and Mexico,” where 80 per cent of U. S. 
manufacturing investments are “concentrated.” If the discus- 
sion had not belabored the uneveness of our manufacturing 
investments, tempting the reader to invoke an irrelevant norm 
of eveness in eyeing the data, the facts as reported would have 
been pretty innocuous. Once the indicated norm is brought into 
the picture, however, the author is duty bound to say at least a 
few words concerning ‘‘why.” As a minimum, the story should 
have included comments with regard to the uneven distribution 
nationally of industrial opportunities offering minimum economies 
of scale, the link between size of national markets and such 
opportunities, and so forth. It is not some nefarious American 
design, such as is implied in the text under criticism, but the 
economic facts of life which account for the international 
distribution of manufacturing (or any other category of) 
investments. 

The same difficulty appears when the Pan American Union 
document refers in comparative terms to public utility invest- 
ments. This time the trouble that is suggested is that in the 


5a This is much too strong a statement to characterize the fact that half 
of the increase in U.S. direct investments during 1946-1955 occurred in 
these two nations. 
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light of “price rises since 1940” such “investments actually 
seem to be smaller in real terms in 1955 than before the war.” 
But as will be indicated presently, nothing is stated in the docu- 
ment under review which would provide the reader with the 
minimum technical information needed to evaluate the bare 
statement of fact. Such information should have been included 
in this instance if for no other reason than that the text wrongly 
implies that American public utility investors are not interested 
in making many investments in Latin America. 


Two other matters may be mentioned in connection with the 
characteristics of American direct investments in Latin America. 
A table in the document (number 7) shows direct investments 
by number of enterprises and average investment per enterprise. 
The data suggest the simple idea that the typical direct invest- 
ment today is smaller than it used to be. But apparently it will 
not do to explain simple things in correspondingly simple lan- 
guage. Instead, this material is referred to in the text of the 
Pan American Union document in terms which the present writer, 
at least, finds incomprehensible, namely the “reduction of U.S. 
investment in Latin America per unit of enterprise.” (P. 3, italics 
supplied; the same language is used in the Spanish version of 
the document).° Now, pray tell, what is a ‘‘wnit of enterprise’ ? * 
Since the reader is not likely to know what this is, is not “‘reduc- 
tion” likely to be regarded as the key word in the passage just 
cited? And if the answer is in the affirmative, is this not another 
instance of slovenly writing that is prejudicial to a better under- 
standing of still very imperfectly understood issues? The con- 
fusing passage should have been omitted and attention called 
instead, as is done in the same paragraph, to the simple idea 

6“... la disminucién de last inversiones de Estados Unidos en América 
Latina por unidad de empresa.” Inversiones Extranjeras: Acontecimi- 
entos Recientes y Propuestas sobre una Institucién Financiera Interameri- 
cana, p. 4. 

7 The concept of unit in economics, implying as it does that the thing 
under discussion is functionally homogeneous, is an especially slippery 
one when applied to factors of production. I realize that the word is 
commonly found in the literature. My only point is that there are less 
ambiguous ways of saying the same thing. 
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that Americans apparently are making more medium-size invest- 
ments than was formerly the case. 

The second matter concerns the much-discussed distinction 
between the outflow of new capital from the United States and 
the reinvestment of earnings. The Pan American Union docu- 
ment emphasizes the relative expansion of reinvestment as 
compared with the “traditional relative importance of the two 
sources.” I am moved to make a pair of comments: This treat- 
ment in the document must be interpreted in the light of the 
common Latin American habit of regarding reinvested capital 
as in some sense inferior to “new’’ capital °—a habit support 
for which unexpectedly came from an American source when 
the International Development Advisory Board also gave its 
blessing to the idea that the new capital outflow is “too low.” ® 
Moreover, what is the empirical basis for the argument that rein- 
vestment is in some sense not traditional? Actually, it has been 
of major proportions, though varying in relative strength from 
country to country and age to age, almost from the beginning 
of foreign private investment. 

There is another feature of the controversy over reinvestment 
of capital that warrants attention in this review, inasmuch as 
governmental policy is involved. I refer to the Latin American 
tax dimension. Specifically, could not the Pan American Union 
usefully look into the matter of the foreign-investment impact 
of Latin American withholding taxes on interest and dividends? 
Many Latin American countries, in adopting such taxes, have 
themselves done not a little bit to affect the proportion of total 
investment which is represented by investment of earnings. We 


® The underlying reality would not be changed if, instead of prevailing 
practice, our firms remitted a larger part of their earnings and then duly 
returned some of the latter to their source as (new) capital from the 
U.S. There is no significant economic distinction between new and 
reinvested capital under conditions of economic freedom with respect to 
capital movements and the servicing of investments, as even economists 
at the Pan American Union should know. Incidentally, it is the very 
existence of such conditions that has done more than anything else to 
induce the large flows of capital into Mexico. 

®See An Economic Program for the Americas, International Develop- 
ment Advisory Board, Washington, 1954. 
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don’t object to having the Pan American Union remind the United 
States—in correctly stated propositions, of course—that North 
American tax laws may not be inducing a maximum flow of 
private foreign investment, but in fairness—and in the spirit of 
reasonably thorough research—should not an international inves- 
tigative agency also try to help by calling the Latin American 
governments’ attention to remediable weaknesses in their tax 
policy area? It will not be as easy, of course, to assemble the 
pertinent Latin American data as it is to use that which is con- 
veniently made available by the United States, but the effort 
should be worth while. It should be beneficial if only because 
it may help to offset the erroneous view, unfortunately held also 
by technicians, that only North American action in the policy 
field is needed to expand investment south of the Rio Grande. 


I turn next to the Pan American Union document's handling 
of the data with respect to earnings on U.S. investments. Here 
too the treatment is most unsatisfactory, mainly because of the 
omission of relevant matters. Discussing the change in the 
rate of return on the investments as a whole from the immediate 
postwar period to 1955, the failure to call attention to the down- 
ward bias in the valuation of our investments which stems from 
the use of book values has enabled the author of the document 
to pass off a largely spurious change as a rise from 12 to 15 per 
cent. But this is the least objectionable part of the discussion 
relating to the rate of return. It is the treatment of the major 
investment groups that is really vulnerable to attack. Thus, for 
1955 the document calculates that net earnings amounted to 12 
per cent in mining, 35 per cent in oil, 9 per cent in manufac- 
turing, and 7 per cent in “other industries” (really public utili- 
ties, trade, and “‘other’’). 


Book values, of course, do not make for a uniform under- 
statement of true investment either by industrial groupings or 
by countries. One would have to relate the curve of new invest- 
ment by groups and the price index relating to such investment 
to a combination of the stock of investment, the age-distribution 
of such stock by sectors and the price index relating to each age 
segment if he is to approximate the degree of understatement 
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involved. This would be a formidable task, which I am not 
suggesting the Pan American Union should have carried out. 
I am arguing, however, that the next best thing would have been 
to have included statements with respect to understatement in 
the text of the relevant discussion. If this had been done, the 
reader would at least have been alerted to the fact that true 
rates of return run less, often markedly less, than those based 
on book values. Moreover, there is the country distribution of 
investments in any one functional group. Latin American petro- 
leum investments did not yield anything like the figure suggested 
by the Pan American Union, since the oil business is of run-of- 
the-mill proportions in Latin America apart from Venezuela. 


If the Pan American Union wishes to show results in the good 
cases, such as petroleum, is it not duty bound to make at least 
some reference to the unfairly low rates of return which some 
countries have in effect forced upon American investors in regu- 
lated industries, particularly public utilities? The public utility 
category, as has been suggested in the breakdown given above, 
is included in “‘other industries’ showing a nominal return of 
7 per cent (but an even lower true return). 

When the Pan American Union prepared its document it had 
available to it the statistical findings of Messrs. Pizer and Cutler. 
Among other data, these showed remittances by American-owned 
public utilities of $38 million in 1955.*? Knowledgeable people 
estimate that this category’s reinvestments during the period 
amounted to perhaps a third of the sum shown as remittances. 
(For simplicity’s sake, we ignore the fact that most of the remit- 
tances in this case consist of interest, which is normally treated 
as a charge and thus not a part of the payments to owners). On 
this basis, the return on book value was a mere 4.5 per cent for 
Latin America as a whole, and much less for some countries 
where rate making is on a deplorable basis. To repeat, I submit 
that these facts are just as much a part of the record as those 
cited in the Pan American Union document. Clearly, the failure 
to include them has introduced needless bias. Such failure is 





1° Survey of Current Business, January 1957, p. 11. 
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also the more regrettable in that the inclusion of the data referred 
to above would have given an opportunity to comment briefly 
on the deplorable state of rate-making in some countries. 

Let me illustrate the latter situation. An American public 
utility company made investments of, say, $5 million a year for 
four years when the “peso” was worth 25 cents. Such invest- 
ments are carried on the regulatory authority's books at 80 
million pesos. A return of, say, 8 per cent is allowed, that is, 
annual earnings of 6.4 million “‘pesos.’” Subsequently, however, 
the “peso” undergoes a huge depreciation and is quoted at 40 
to the dollar. The 6.4 million “pesos,” formerly worth $1.6 
million, are now worth only $160,000. The 8 per cent in dubious 
“pesos” now represents a mere 0.8 per cent return in dollars. 
Consumers get their power for a song, in real terms, while the 
American investor is left holding an almost empty bag. Such 
facts, I submit, speak for themselves.” 


But there are also other vital facts that need to be emphasized 
in connection with the deplorable rate-making situations in some 
countries. I refer to the important relation between uneconomic 
public utility rates and national savings, production and economic 
development. Dr. Burke Knapp, Vice President of the World 
Bank, covered the salient points with great persuasiveness in a 
speech before the recent economic conference in Buenos Aires. 
He impressed upon his audience that ‘in a great many countries 
of Latin America today an important opportunity to mobilize 
capital is being overlooked.” Such an opportunity, he empha- 
sized, could be grasped by “‘putting public utility services on a 
financial basis that would enable them to pay their own way and 


11 Contrast the above with the remarks of Ecuador's Ambassador Chiri- 
boga at the recent World Bank-Monetary Fund meeting, when he stated 
that Latin America must have capital from public institutions because 
private investors are interested only in “juicy earnings.’ Interestingly 
enough, he also “deplored” the fact that private capital has done “little 
or nothing” to increase electric power, expand port facilities, build roads, 
and develop agriculture. See the Washington Post, Sept. 26, 1957. What 
responsible party has ever claimed that private capital will build Latin 
America’s roads, or develop her agriculture? Is it not a rather sad state 
of affairs when the role of private investment is so grossly misunderstood ? 
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to expand as needs and markets grow.” “Whenever we [in 
the Bank] have encountered serious shortages of electric power 
in Latin America,’ he went on, “we have found inadequate 
power rates and insufficient power financing. Power rationing 
and power failures take a terrible toll of production, not to men- 
tion the cases in which productive enterprises are never launched 
because a source of power is not available. But production is 
the source of savings and the enemy of inflation . . . cheap but 
inadequate service works for inflation, not against it.” ’” 

Why do not the Pan American Union researchers devote more 
of their energies to problems of this sort? They can easily do 
so if they only play down the time-consuming exercises involved 
in finding American scapegoats for use in connection with the 
altogether too many sterile debates of the Inter-American Eco- 
nomic and Social Council. 


Since the Pan American Union document's position on foreign 
investment guaranties, the IFC, and the development loan fund ** 
under the mutual security program is innocuous and stated in 
very general terms, I would like to conclude by touching on the 
document's handling of tax issues. 


In discussing Western Hemisphere Trade Corporations there 
is an implied criticism of the 38 per cent tax rate that runs in 
terms of a nonexistent tax. Thus, the document speaks of the 
38 per cent tax plus “an inter-corporate dividend tax of 15 per 
cent.” Actually, the U.S. has no intercorporate dividend tax; 
the Pan American Union has simply confused the situation 
under the “‘dividends-received credit’ of 85 per cent with a tax 
at the regular applicable corporate rate on the 15 per cent of 
intercorporate dividends not covered by this credit. 


118 International Bank for Reconstruction and Development, Press Re- 
lease of speech delivered in Buenos Aires, August 20, 1957. Recent 
Argentine history supplies a concrete illustration of Dr. Knapp’s point: 
Thus, it has been estimated that “the amount of production lost through 
power cuts . . . would have covered Argentina’s inflationary gap.” The 
Economist, Oct. 5, 1957, p. 27. 

12 The tone of the discussion under this heading is the familiar one: 
that what is most required is a flushing of the channels of Latin American 
development with powerful jets of U.S. taxpayers’ money. 
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Finally, consider the document's handling of the U.S. tax 
crediting mechanism. It is erroneously claimed (p. 5) that “the 
tax credit system’ discourages countries desirous of attracting 
capital from lowering their tax rates. Actually, it is not the 
tax credit system but the existence of a relatively high U.S. tax 
on foreign business income which is responsible for the indicated 
situation. Thus, if the applicable U.S. tax rate were, say, a mere 
5 per cent, today’s “tax credit system’’ would in no way discourage 
Latin American governments from lowering their tax rates all 
the way to 5 per cent. 

To sum up: The errors of omission and commission in the 
Pan American Union document under review are not to be dis- 
missed lightly, given the important role of private foreign invest- 
ment in inter-American relations and the widespread misunder- 
standing of foreign investment in Latin America. It is of some 
importance to see that future “research” of this kind is kept to 
a bare minimum. Above all else, this means that falsehood 
must be countered by the truth as opportunity affords, both by 
our government’s personnel within the circle of intergovernmental 
bodies and by independent writers who follow published writings. 
One is also moved to ask what the State Department personnel 
were doing before the document was printed and shipped to 
Buenos Aires. If the Pan American Union had prepared a kindred 
document dealing in the same qualitative fashion with one or 
more Latin American countries (the Pan American Union only 
infrequently examines Latin policy and performance critically, let 
me add) you can be sure that some members of the [A-ECOSOC 
or staff personnel of the Pan American Union themselves would 
have raised objections and forced corrections in the drafting 
stage. Must improper performances slip by only when Uncle 
Sam is the target? 








Venezuelan Vicissitudes, 
1945-1956 
By J. Fred Rippy* 


In these days of ceaseless discussion regarding the aspirations 
of underdeveloped countries, industrialization is a term too 
narrowly conceived. The most useful definition in view of con- 
temporary objectives should include all types of economic activity, 
so that the term would embrace the employment of efficient tech- 
niques in all forms of production, whether in agriculture and 
the raising of livestock or in manufacturing, mining, petroleum, 
and other enterprises, and in all the processes of distribution 
as well. 

Industrialization thus broadly defined seems to be the only 
means of attaining higher levels of living in the world’s under- 
developed nations and regions. But industrialization in its numer- 
ous aspects requires not only a sufficiency of capital and raw- 
material resources but also favorable social and political condi- 
tions and appropriate patterns of value. 

The requirements for economic development other than capital 
and material resources are not easily or rapidly fulfilled. With 
the possible exception of superior coking coal, a good part of 
Latin America probably had adequate material resources; and 
although its workers are still somewhat lacking in skills because 
of deficiency in technical training, the labor supply seems to be 
approximately sufficient. An apparent shortage in managerial 
talent might be remedied if appropriate incentives could be 
provided to create enthusiasm for economic management. The 
major handicaps are: (1) the small size of most of the twenty 


* Professor of History, The University of Chicago. 
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nations into which the region is divided, a state of affairs made 
more difficult by trade barriers and transportation deficiencies; 
(2) meager mass purchasing power; (3) the professional prefer- 
ences of the leadership groups; and (4) the character, attitudes, 
and activities of army officers and other politicians, whose con- 
duct and policies too often hamper freedom of enterprise and 
general efficiency and thereby prevent or delay the social changes 
necessary for prompt industrialization. 

The oligarchies, military and civilian, demand too large a 
share of national incomes and seek to obtain them from public 
revenues rather than from efficient economic efforts of their 
own—by monopolies, political influence, and corruption rather 
than by thrift, honesty, and useful production. They seem 
unwilling to undertake industrial enterprises of a corporate type 
or risk the rise of new power groups which accompany the mul- 
tiplication of such enterprises. Even those who appear most eager 
for industrialization insist upon alliances with either the entre- 
preneurs, foreign and domestic, or with labor, attempt to exercise 
rigid control over one or both of these developing groups, and 
adopt policies tantamount to a form of state socialism which 
greatly increase the costs of both government and business by 
red-tape, widespread nepotism, and expansion of the bureauc- 
racies. Nor do such leaders, as a rule, give sufficient attention 
to mass education, particularly training of a practical sort, or to 
population policy at a time when the death rate is declining 
much more rapidly than the birth rate. 


In short, the most stubborn barriers confronting industrial- 
ization — efficient production — in Latin America are political 
intolerance, patriarchal habits, social immobility, repugnance to 
innovation, and greed on the part of the elite for power and 
wealth, both of which they customarily obtain by means of mili- 
tary force and administrative dishonesty. Some industrialization 
will be possible in such circumstances, but industrialization will 
be slow and unlikely to result in the formation of either a middle 
or a working class with the attributes and power of such classes 
in the United States, Canada, or some of the European countries. 
The old social structure is apt to remain intact or be changed in 
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a violent and disorderly fashion little calculated to encourage eco- 
nomic advance. The values and ambitions of the leaders are 
likely to be retained. Industrialization, to the extent that it 
takes place, may not be followed by its traditional consequences, 
namely, a new social and economic order, higher levels of living 
for the great majority of the people, and political democracy. 

Perhaps Venezuela, with its favorable material resources coun- 
terbalanced by its oligarchic, militaristic, paternalistic, and des- 
potic tendencies, may serve to illustrate some of the barriers that 
reduce the tempo of industrialization. At any rate, Venezuela 
has received more attention than most Latin-American countries 
during these postwar years. 


Those who have subjected Venezuela to inspection are not 
in agreement with respect to the general industrial development 
that has occurred there since 1945, nor with reference to the 
contributions made by foreign economic enterprise to this devel- 
opment. Most of the articles that have been published in Inter- 
American Economic Affairs,’ for example—some of them by 
authors who were employees or former employees of the Venez- 
uelan government—have been rather optimistic, and a monograph 
issued by the National Planning Association has lauded both 
Venezuela’s recent economic progress and the stimulating influ- 
ence of the Creole Petroleum Corporation.’ Other writers have 
been less enthusiastic in their appraisals of both the industrial 
progress made by this country and the contributions of the oil 
companies thereto. Prominent among the latter are Edwin Lieu- 
wen and Romulo Betancourt. 


In his doctoral dissertation on the history of the petroleum 
industry in Venezuela, Lieuwen severely criticises the oil com- 
panies on account of their use of bribery and their hostility toward 
labor during a good part of the period since they began their 
operations, but deals even more severely with the military 


1 See the issues for Summer 1952, Spring 1954, Spring and Summer 
1955, and Spring 1957; articles by Juan Sarda, Virgil Salera, John Ray- 
burn, and others. 

* The Creole Petroleum Corporation in Venezuela (Washington, D. C., 
1955). 
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dictators and the oligarchy. After pointing out that many of 
the oil concessions were acquired by dishonest methods, he 
reaches the following conclusions regarding the foreign petro- 
leum corporations: 

































The industry brought about a significant domestic popu- 
lation shift, a foreign immigration, an opening of new 
areas, and a national economic transformation. Revenues 
from the oil industry helped the nation to eliminate its 
foreign and domestic debts and to finance a big program 
of public works. But as oil rose in importance agriculture 
declined, and the country, unable to feed itself, had to 
import food. The ever-increasing injection of petroleum 
dollars into the Venezuelan income stream caused price 
inflation, and multiplied real estate values. Petroleum made 
the country lopsided, dangerously dependent upon foreign 
markets, extremely sensitive to events abroad... . 


Until the late thirties, the companies assumed no respon- 
sibility for the shocks that the pattern of world events im- 
posed upon the economy of the sensitive republic. There 
is some evidence that in the last decade the industry has 
become more willing to go beyond minimum obligations. 


Under Gomez, the companies had . . . almost complete 
freedom of action, dealing only with the dictator, and mak- 
ing a farce out of the law when the occasion demanded. 
The Lopez Contreras regime brought in an era of contro- 
versy as the industry resisted government reforms at every 
turn and stood firmly on the legal rights acquired from 
Gomez. Medina finally broke the companies’ resistance to 
legislative reform, and Accién Democratica went much 
further by use of force and threats. . . . The history of 
company policy clearly shows that what cooperation there 
was came mainly through fear and that where resistance 
could hope to succeed, a policy of resistance was followed. 


The industry's labor record leaves something to be desired. 
The companies helped Gémez to keep the worker docile 
and unorganized, turned in would-be labor leaders to Lopez 
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of Contreras for deportation, . . . resisted the claims and de- 
he mands of labor with all the force that respective Venezuelan 
rO- ) governments would allow them to exert. 
Such were the views announced by Dr. Lieuwen in 1954. He 
u- added, however, that the petroleum workers had made “tre- 
ew mendous material advances” and that such “democratic gains’ 
1eS as they had achieved would “not be lightly surrendered.” “This 
its conscious working class held down by force is truly an explosive 
am element,” he declared.* 
Lieuwen’s concluding paragraphs dealing with the Venezuelan 
el oligarchy were very denunciatory. His exact words were: 
sian ) On no point is the record so black as on the question of 
die the government's investment of its huge petroleum reve- 
gn nues. Though tremendous tax wealth has come in, the 
program of “sowing the petroleum” has accomplished sur- 
prisingly little. The mass of the people in Venezuela 
- today are poor, unhealthy, illiterate, and live in the most 
o- , primitive surroundings. The economy is still shockingly 
_ backward. 
has 
a. Goémez made no conscious attack on the problems of 
human welfare, and succeeding administrations, though they 
we have promoted ambitious improvement projects, have shown 
ak- little progress. The tremendous petroleum revenues have, 
ed. ) on the whole, not been used intelligently. Too much has 
- gone to the army and the huge government bureaucracy. 
eT Venezuela has a budget equal to Mexico’s with a population 
— one-fifth as large, and spends more on her foreign service 
fe than any country in Latin America. The amount of funds 
= peculated by dishonest officials has been tremendous. 
hid The state becomes more and more opulent; the populace 
a continues to live in misery. Meanwhile the nation becomes 


a more and more dependent on a single extractive industry, 
‘ more and more sensitive to events abroad. There is much 
red. 


cile ° Petroleum in Venezuela (Berkeley, The University of California 


pez Press, 1954), pp. 117-18. 
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to the argument that the industry is so powerful that the 
state can do little to stop its absorbing force, but this does 
not excuse the government for its failure to invest its funds 
wisely in a long-range program of economic and social 
improvement. 


The rulers of Venezuela have been the army officers from 
Tachira [a western Andean state}. They made, and are 
still making, policy. They must bear the responsibility 
for it. 


These were the conditions in Venezuela as Lieuwen saw them 
at the time he wrote his dissertation. On the side of the petro- 
leum companies, his portrayal contains at least one touch of 
light: ‘There is some evidence that in the last decade the indus- 
try has become more willing to go beyond minimum obliga- 
tions.””* And since the publication of his monograph another 
ray has brightened his dark picture. Large quantities of rich 
iron-ore, discovered and developed since the early 1950's by 
Bethlehem Steel and United States Steel, have started to move 
into foreign markets. The Venezuelan government now has two 
important export products and two sources of revenue; Venez- 
uela’s workers now receive comparatively high wages from two 
extractive industries. If this wage-level can be maintained and 
extended to other economic activities, mass purchasing power will 
increase and result in consumer demands that seem likely to 
warrant the spread of industrialization. But continuation of the 
dictatorships, or disorders likely to accompany and follow their 
overthrow by radical leaders who base their dominance upon 
labor and peasant unions, small farmers, and businessmen, and 
who at the same time prove unable to master their own despotic 
impulses, will reduce the speed of the transformation. 


The phrase “on the whole,” which Dr. Lieuwen employed in 
his denunciation of Venezuelan governments for their failure 
to invest their revenues intelligently, may have been intended 
as a compliment for the brief rule (1945-1948) of the party 


* Ibid., pp. 119-20. 
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called Accién Democratica, with Romulo Betancourt and the 
famous novelist Romulo Gallegos as chief executives. At any 
rate, Dr. Betancourt, in a large volume published in 1956, con- 
tends that the policies pursued during this period would have 
hastened the pace of Venezuela's economic advance if given time. 

Betancourt’s Venezuela: Politico y petréleo*’ emphatically 
agrees with the conclusions pronounced by Lieuwen. In fact, 
the Venezuelan ex-president condemns more vigorously than does 
his predecessor both the despots and the petroleum corporations. 
The black colors which he uses to portray the former are seldom 
relieved by even a dark grey. Cipriano Castro (1899-1908), 
Juan Vicente Gomez (1908-1935), Eleazar Lépez (1935-1941), 
Isaias Medina Angarita (1941-1945), and Marcos Pérez Jiménez 
(1948- ) he denounces with intense severity—all of them in 
spite of the fact that his chapter dealing with Medina is headed 
by a title that suggests liberal tendencies. Basing his narrative 
upon carefully selected official documents, reports of experts, 
magazine articles, newspapers, monographs, and books, Betan- 
court engages in a tremendous attack upon the foreign corpora- 
tions as well as the Venezuelan oligarchy. Regarding the oil 
companies, he concludes that the ‘‘villain in the drama” of the 
last fifty years of Venezuela’s national life “is the God par 
excellence in the mythology of the Machine Age: petroleum.” 
He also makes clear his ardent hope that his party may regain 
power and redeem his people. In fact, rumors suggest that he 
has drafted an elaborate plan for industrial and cultural develop- 
ment which includes an appeal to the United States for large 
government grants and loans as well as a larger share of the 
profits derived by the foreign companies from Venezuelan oil 
and iron-ore. 

Betancourt’s impetuosity is quite evident. He is eager for 
speed and still more speed. But at the same time he discloses 
a few symptoms of restraint. Although he accuses both the 
United States and the petroleum corporations of perpetuating 
dictatorship in his country, he absolves both from blame for the 


* Mexico, D.F., Fondo de Cultura Econémica, 1956. Pp. 887; exten- 
sive footnotes but no formal bibliography. 
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overthrow of the regime of Accidn Democratica. While he 
advocates the expansion of the refining industry within his coun- 
try, he opposes the “‘nationalization” of petroleum; and while 
urging the speedy establishment of a domestic steel industry, he 
does not favor the expropriation of the iron mines. In like 
manner, he approves agrarian reform but opposes a drastic pol- 
icy similar to the one adopted by Mexico. He scolds the United 
States for its hasty extension of recognition to Latin-American 
dictators and for conferring medals and other honors upon these 
despots and the heads of their oppressive police, but he says 
he hopes that his country will be governed in harmony with 
both foreign corporations and foreign offices. 


He neglects some things which deserve to be carefully pon- 
dered. Apparently he is not fully aware of the fact that the 
profits of the oil and steel companies are extracted from foreign 
consumers as well as from Venezuela’s petroleum and iron 
deposits and that these profits depend upon world prices. He 
fails to give due consideration to the further fact that the heavy 
expenditures of a welfare state must be based upon rising domes- 
tic productivity which could be greatly hampered by attempting 
too much too soon. Nor does he seem to be conscious of the 
fact that, by his own account, Venezuela had its despots long 
before the arrival of the oil corporations and cartels, and that 
these villains can therefore not be held entirely responsible for 
that evil. But perhaps his resentment stems from the conviction 
that the petroleros have prolonged the epoch of despots and oli- 
garchs in Venezuela. In any case, he might find a fuller measure 
of the Greek virtue of moderation useful. 


As for the past iniquities of the petroleum companies, it might 
be well to let the dead past bury its dead. Betancourt practically 
admits that he was once a Communist (pp. 67-70) but claims 
that Communism never erased his devotion to Venezuela or pre- 
vented his conversion to the democratic faith. If he expects 
the readers of his impressive volume to accept his word,’ he 


® Robert J. Alexander, in his Communism in Latin-America (New 
Brunswick, Rutgers University Press, 1957), pp. 253-54, says that Betan- 
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probably should reciprocate by accepting the possibility of con- 
version on the part of the foreign corporations. They too may 
have decided to avoid the mistakes of earlier days, when they 
practiced bribery under the heavy pressure of blackmailing despots 
or the compulsion of the ruthless competition of rivals. Those 
who have been enriched by corporations have demonstrated their 
benevolence in some instances, either as managers and directors 
or as private individuals. Perhaps they are capable of benevo- 
lence in both capacities. It might not be amiss to give them a 
trial or to be kind to the foreign consumers of petroleum and 
steel products, these forgotten men of the postwar epoch. 


Many readers will be profoundly moved by Dr. Betancourt’s 
book, and more than a few will hope that his plan for the 
industrialization of Venezuela can be promptly consummated, as 
a whole or in major part, either by the leaders of Accién Demo- 
cratica or by others, so that rising levels of living and democracy 
may develop hand in hand in his country. But careful students 
of Latin-American history will curb their optimism with a con- 
siderable measure of judicious caution. Neither Venezuela nor 
any other Latin-American nation—or any part of the under- 
developed world, for that matter—can be redeemed from 
poverty and oppression within a decade or two. Political, social, 
and cultural handicaps, if not also lack of material resources, 
are too formidable. 


Although perhaps too much inclined to shift the blame for 
the present state of Venezuela to external forces, Dr. Betancourt 
is not blind to these domestic handicaps. He knows the history 
of his country and the weaknesses, virtues, and preferences of 
his people. He knows that Venezuela has been governed, except 
for very brief interludes, by greedy and corrupt despots. In the 
final chapter of his book, by way of summary and forecast, he 
surveys the “passionate and turbulent’ history of his country 
since the heroic days of Francisco de Miranda and Simon Bolivar 


court was a Communist for a few years but severed his connections in 
1935 and became a vigorous opponent of the Communists in Venezuela 
after he returned from exile early in 1936, at the age of 28. 
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without discovering even a half-dozen rulers devoted either to 
democracy or the general welfare. But in the masses of the 
people he thinks he finds a longing for liberty and an “agile and 
plastic intelligence,” capable of assimilating “renovating social 
ideals,” able to distinguish between demagogues and men of 
integrity dedicated to the national interest, and ready to support 
honest and patriotic leaders with all their might, even with their 
lives. Quoting India’s Nehru and Italy's Mussolini to the effect 
that revolutions may succeed with or without military forces 
but not against them in these days of airplanes and armored 
tanks, he insists that by no means all of Venezuela’s army officers 
are immune to the appeals of national interest and democracy 
and confidently predicts that a free, democratic and prosperous 
Venezuela will take its place in a free, democratic and just Amer- 
ica. But he sets no definite date for that happy event. 
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The Venezuelan Accomplishment: 
I. Food Supply 


By Heliodoro Gonzalez 


Three years ago, in a symposium on “Economic Development 
in Venezuela,” a critical appraisal was made of the frequently- 
heard criticisms that (1) food imports running five percent of 
the national income constituted a weakness of the Venezuelan 
economy and a demonstration of the ineffectiveness of the cam- 
paign to “‘sow the petroleum,” and that (2) food production 
was inadequate." The appraisal concluded that (a) the volume 
of imports represented strength rather than weakness, arising as 
it did largely from the capacity to exercise food preferences 
generated by the prosperity of the country, from the unsuitabil- 
ity of the land and climate to certain crops, and from certain 
seasonal factors in supply; that (b) the terms of trade for food 
exports relative to food imports had improved steadily; that (c) 
better food supply had become a meaningful consequence of 
prosperity for a// members of the Venezuelan community; and 
that (d) to the extent that public policy was being molded in 
concession to the thesis that self-sufficiency would mean strength, 
it was not at all sure that the case was being proven or that 
the evidence pointed to anything but the costliness of such 
“insurance.” 


What has happened since that time? 
Volume of Imports. In 1948-52 the per-capita value of food 


1 John Hickey, “The Venezuelan Food Supply,” Inter-American Eco- 


nomic Affairs, Vol. 7, No. 4, pp. 23-35. 
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imports was fairly stable at $20 to $25. By 1956 the per-capita 
figure was beginning to dip below $20. Meanwhile, national 
income had been in the process of doubling from 1950 to 1957, 
reflecting in part extremely heavy increases in exports, so that 
the value of food imports relative to national income and to 
export values had become increasingly insignificant. It had, in 
other words, become ridiculous to discuss the “vulnerability” of 
Venezuela’s food supply. In 1950 agricultural imports had con- 
stituted 34% of total imports, by 1952 the proportion was 28%, 
by 1955 25% and by 1956 15.5%. In 1950 food imports had 
constituted 21% of total imports, by 1952 only 16%, by 1955 
13.3% and by 1956 11.5%. By 1956 Venezuela was still taking 
one-tenth of total U.S. exports of wheat flour, one-third of its 
exports of rolled oats, four-fifths of its whole milk exports, 
about half of the shelled eggs exports and one-eighth of the 
cigarette exports, but even in these lines, major changes were 
in process. 


Table I 


VENEZUELAN FOOD IMPORTS 
(millions of Bs) 


1950 — 383 
1951 — 398 
1932 =~ 591 
995 -~ 395 
1954 — 406 
1955 — 435 
1956 — 340 


Volume of Production. While there was wide variation in 
the indices of agricultural production, as for instance between 
the Mendoza index and that of the Ministry of Agriculture, the 
data suggest 6 to 8% as the minimum annual increase in 
production, which, compared with the much smaller rise in 
population, indicates the increasingly available supply of food 
per capita. 
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Table II 
FOOD IMPORTS AS PERCENTAGE OF TOTAL IMPORTS 


1950 — 21% 


1951 — 19% 
1952 — 16% 
1954 — 17% 
1955 — 13% 
1956 — 11% 


Official Policy. In ‘sowing the petroleum,” the government 
had pursued the policy of systematically appraising the import 
list and working toward self-sufficiency wherever crops could be 
adapted to local conditions. There was a remarkable disincli- 
nation on the part of the government to using the national treas- 
ury for direct financing of the farmers, so that the Venezuelan 
farmer was increasingly left with the precarious task of outguess- 
ing his fellow-producers as to which crop to plant and which 
crop would end in a glut created by the government's zeal to 
achieve self-sufficiency. The government on its part was spend- 
ing freely to expand the basic facilities of production: it was 
adding more acreage and particularly irrigated acreage to the 
agricultural plant; and its efforts toward industrialization prom- 
ised increased availability of fertilizers and other aids to expanded 
production. It was not unwilling to offer protected markets to 
the farmers through customs duties, as long as it could avoid 
subsidies. Having been burned on the subsidy for fluid milk 
and having constantly in mind the pathetic inability of the U. S. 
Government to shake off the drain on the national treasury of 
agricultural subsidies, the Venezuelan government had become 
notably wary of long-term commitments that might involve cash. 
Had the farmers been capable of exercising pressure through 4 
consolidated legislative bloc, the situation might have been dif- 
ferent and the Executive Branch as responsible as that in the 
United States, but in the absence of such systematic pressure, 
the government followed its own inclinations. Under the exist- 
ing conditions, a quota system to reduce imports, for instance, 
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was more likely to become attractive and therefore operative 
because of the good administrative jobs it offered to the bureauc- 
racy than because of legislative or farm-bloc pressures. By 1957 
the government was moving so successfully to modernize farm- 
ing, improve the herds, and cut away the deficits evidenced by 
farm imports that surpluses rather than deficits had become the 
central issue. A domestic market as small as that of Venezuela 
offered such little margin between overproduction and self-suffi- 
ciency (strictly defined) that the Venezuelan farmer found him- 
self constantly confronted with price-structure-breaking surpluses. 


The Problem of Surpluses. Thus, the government had pro- 
jected the goal of self-sufficiency in rice when normal foreign 
sources of 95% of its domestic requirements had been cut off 
by World War II supply-difficulties. It distributed seed free, 
provided cheap credit, fixed and raised support prices, required 
importers to match foreign supplies with a fixed proportion of 
locally produced rice, chose to ignore the fact that the effect on 
price of the effort to divorce Venezuela from cheap imports 
might be that of reducing demand. 

By 1952-53 the country was producing four-fifths of its rice 
requirements. Finally it slid into a position of surplus. The gov- 
ernment thereupon began to restrict production credits, launched 
an enriched rice to stimulate consumer interest, even found help 
in a virus (white leaf) which promised to reduce the crop. 
By 1957 the rice farmer was in difficult straits, rice farms were 
increasingly available for purchase. While much of the acreage 
expansion had been on an unhealthy gambling basis, even the 
legitimately interested farmers were finding that they had land 
to take out of rice, that such land was not suitable for corn, and 
that even if it were, corn was also in surplus. And the govern- 
ment showed itself none too eager to move the rice farmer 
into cattle-raising through financial facilities and assistance with 
livestock. 

The reliance on foreign corn was similarly broken by measures 
that ended with a surplus problem. By 1957 the technique- 
minded Ministry of Agriculture was offering four hybrids and 
the Mendoza Foundation was offering two, constituting local 
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combinations that met the first commercial tests, and the pros- 
pect was for even larger increases in output, which had now 
for several years been adequate for domestic requirements—so 
much so that the above-average crop of 1957 really demanded 
official takeoffs for maintenance of support prices. The gov- 
ernment, consistent with its usual practice, was ready to cut 
production credits, and since it was the only source of agricul- 
tural production credit, the tactic was an effective one. 

Presumably, when more corn was used for animal feeding, a 
serious expansion from the relatively low (4 bushels per capita) 
consumption level would be in order. But for the time being, 
grain-fed beef was not a characteristic of the Venezuelan diet- 
ary, the prevailing dissatisfaction of the consumer was with the 
high price of beef rather than with the low quality, and the 
market did not seem likely at an early time to respond to offers 
of grain-finished beef at prices consistent with the higher quality. 

Two commercial natural fibers were in production in Venez- 
uela, and by 1957 both were in trouble. Sisal was in chronic 
over-supply, after the government's efforts to boost availabilities 
of the fiber during the war period. Cotton suffered from the 
fact that yields were insufficient to support the cost of pest con- 
trol unless an extraordinary price well above import availabilities 
could be secured. (The growers felt 50 cents to be the “eco- 
nomic” level). When crop exceeded domestic requirements, 
the government was inclined to put the burden on the farmer, 
leaving them to sell the over-production at distress prices. Im- 
portations at reduced duties in other years were restricted to 
capacity to prove that local cotton was not available. 

If simple over-production was the criterion, the government's 
Sugar program had been an immense success. But in the drive 
for self-sufficiency it had gotten itself so involved through the Fo- 
mento Corporation and a production-quota system, that sugar 
had to be considered in 1957 an unsolved problem of the econ- 
omy. The initial task had been to convert Venezuela from a 
deficit country, 50,000 tons short per year, to self-sufficiency. To 
this end, the Fomento Corporation lent money to build five cen- 
trals and lent additional funds to growers to produce the raw 
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material for the mills—all with the stated intention of retrieving 
its funds within five years. As the usual delays impeded the 
government-financed mills, private interests pushed vigorously 
into the field with their own funds and established a position, 
legally, relative to any future quota system, that was advanta- 
geous to them and adverse to the Fomento-originated mills. Since 
Fomento was also involved in financing small growers and since 
it did not intend to write off these loans, it could not permit the 
large mills to limit their sources of raw materials to self-produced 
cane, and accordingly the overproduction continued full blast. 
Meanwhile, the character of the financing proved faulty. The 
mills had all been financed on the basis of fu//-capacity opera- 
tions, the capacity was excessive relative to domestic requirements, 
the world market did not need Venezuelan sugar except under 
extraordinary circumstances, and the price-expectation of the 
financing structure had been 850Bs per ton. By 1957, the mar- 
ket was sinking 25% below this basis for financing and the 
outlook was clouded. Of course, in terms of the strictly limited 
objective of self-sufficiency, government officials could claim a 
full success on the sugar program. 


Undaunted by the emergence of surplus problems wherever 
it interfered, the government in 1957 was pushing its way to 
self-sufficiency for oil seeds next, particularly sesame. Here 
again the government was prepared to offer growers a guaran- 
teed market (with the crushers footing the bill), and here again 
the system would work as long as production was substantially 
below requirements. Thereafter, the farmer would again have 
to seek out some substitute, and substitute crops were becoming 
hard to find on an economic basis. 


There still remained, to be sure, such major imports as wheat 
flour, where the first shift was to local milling. Here, unfortu- 
nately, the unavailability of growing conditions for an economic 
supply of wheat was impeding the government’s efforts. But 
by 1957 the government was engaged in financing scientific re- 
search by foreign specialists from which it hoped to derive a 
wheat that could be grown economically in Venezuela within 
the next five years. The effort at least had the political merit 
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of showing farmers that the government was trying to find a 
crop suitable to the land which had to be taken out of rice 
thanks to the government-created rice surplus; and since more 
and more acreage was being brought into being by government 
effort and thus promised even greater surpluses of crops known 


to be suited to Venezuelan conditions, a new wheat crop was 
badly needed. 


Effective Demand and Potential Demand. Understandably, 
foreign critics have insisted that the challenge in Venezuela is 
one of stimulating consumption rather than a problem of sur- 
pluses in a country whose daily per-capita calorie consumption 
is perhaps not more than 2400 calories—and particularly, one 
of altering the characteristics of the calorie content. Thus, die- 
ticians have argued that milk consumption is lower than optimum 
health conditions would demand and that the price may be the 
obstacle to larger per-capita consumption. In answer, it has 
been pointed out that while the cost of production is above that 
of the United States, the price of local pasteurized fluid milk, 
thanks to the 4.7 cents subsidy, is little if any higher than that 
in the United States; and that many have been brought up on 
powdered whole milk and prefer it and that the product retails 
at a price converting to fluid milk at 16 cents a quart, so that 
price is not the factor in lowering consumption, which it is 
sometimes thought to be. Again, it has been argued, as the 
drive for self-sufficiency in potatoes goes on, that consumption 
of potatoes could be pushed well above the ‘‘self-sufficiency”’ 
level of 5,000 tons per month if prices could be brought down 
below 8 cents per pound. Here it has been answered that such 
increased consumption would only be at the expense of other 
available crops so that there is little purpose in the substitution.’ 


* Venezuela has had the problem of how to store the dry-season irri- 
gated potato crop to meet demand later in the wet season. Harvest-time 
prices of the main irrigated crop have tendedto disappoint the growers. 
Italian immigrants have found a suitable location for production of wet- 
season tomatoes but have not been able to locate something of the same 
usefulness for potatoes. 
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Table III 


PER-CAPITA NATIONAL PRODUCTION PER DAY 
(Excluding fruit, vegetables, eggs, game) 


(Calories) 
IE uscccatenpnrcessiandenss 800 
Bananas, plantains .. 550 
Beans, peas, etc. -..... 150 
Sugar and papelon .. 400 
oe 185 
Vegetable oils -......... 75 
Beef, pork, goats .... 120 
Dairy products ........ 115 
INI Secccctaterneicnicicties 6 
SOIR scincecsasiicesnilinantbiisineies 25 
PN srcibicnseniaiiesiees 25 
COONS oe. 5 
SND scicsotecstadilcanipainndaneiie 75 


Conclusion. By the end of 1957, it was correct to note that 
for crops suitable to production in Venezuela, the outlook was 
for surpluses rather than deficits, barring of course climatic catas- 
trophes. Armed with almost unlimited resources, the country 
had shown that self-sufficiency could be forced in a much smaller 
interval of time than had been considered possible by many 
observers. It was clear that imports of the bulk staples had 
been largely eliminated by the government’s decision to produce 
locally, and that henceforth the import list was likely to reflect 
the affluence of the economy and its capacity to support the 
import of luxury items. While such products as wheat remained 
a challenge to agricultural technique, the problem for the Venez- 
uelan government had become one of more effective planning 
lest the growers mobilize to make themselves heard in the only 
manner that is possible in a dictatorship. And this problem in 
turn promised to involve much greater efforts to alter the dietary 
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(a difficult problem in any country) so as to permit a more im- 
pressive nutritional content. Yet, it could not be denied, the 
professional laments of the international organizations to the 
contrary notwithstanding, that the Venezuelan was not hungry, 
he was increasingly well-fed, he was relatively well-fed, he was 
deriving from the prevailing prosperity a greater choice in his 
diet, and he was eating more locally produced food. 


Venezuela was producing around 2530 calories per capita per 
day, excluding fruit, vegetables, eggs, game. (See Table III). 
It was importing perhaps 15% to 20% in additional calories, 
a large part of it in the form of breadstuffs on the one hand, 
of luxury items on the other. Admittedly, the breakdown by 
items suggests a high starchy-staple ratio when imports are 
included. Admittedly, the distribution within Venezuela was 
not so uniform as to insure an exact “‘share” for each Venezuelan. 
Admittedly, the data are highly unsatisfactory for an analysis of 
malnourishment—the extent to which the ingestion of the various 
essential nutrients is so low as to accasion a prevalence of nutri- 
tional disease. The starchy-staple ratio may well have been 
close to the level (66) where FAO considers nutritional unbal- 
ance exists. (FAO suggests that malnourishment in some form 
becomes more common where the starchy-staple ratio to total 
per capita calories consumed goes over 66, i.e., where the cereals, 
starchy roots and sugar furnish over two-thirds of the total cal- 
orie content). But the government had moved in the direction 
of first things first. It had pushed toward self-sufficiency as a 
goal which probably was easier to attain than the alteration in 
food preferences which are so deeply rooted everywhere. It 
could be expected hereafter both for reasons of political rela- 
tionships with the producers and for reasons of consumer-well- 
being to move in the direction of qualitative improvements in 
the calorie content. 





